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-~13360- 
OTTAWA, ONTARIO, 
MONDAY, DECEMBER l2th, 1949 
MTOOR Hur Nooeios BYSHSeEOUN 


THE CHAIRMAN: Mr. Carson. 

MR CARSON: May it please the Commission: 

In accordance with the Commission's request, we 
are opening this morning with the presentation of the case 
on behalf of the Canadian Pacific Railway Compyiny . 

In’ the first instance ‘I° would like, if I may,)' to 
file as an exhibit the submissions of that company, which 
are in two parts, and include a volume-which is described 
as an appendix. “It will be Exhibit 139. 

THE CHAIRMAN: That includes the two volumes and 
the appendix? 

MR CARSON: > Yes; there are: three volumes. I do 
not know whether the Commission might think it convenient 
TO market cso; Apr Btanidcc, or *eiverlt one..number . 

MR COVERT: A, B and C. 

MR CARSON: Then may I mark Part I as 139-A; the 
appendix, which®is an appendix to ‘Part I; will be 139-B; 
and Part’ II will be 139-C. 

---EXHIBIT 139: A. Submission of Canadian Pacific 

Railway Company, Part I. 

B. Submission of Canadian Pacific 
Railway Company, Appendix to 
Part rr, 


C. Submission of Canadian Pacific 
Railway Company, Part II. 


MR CARSON: Now that those volumes are filed as an 
exhibit and are part of the record before the Commission, I 
do not suggest that they be copied into the transcript; I 
think that is unnecessary. So far as the transcript is con- 
cerned, we will be entirely satisfied, subject to the 
approval of the Commission, that the reporters transcribe 


just what is said in the room or what is read in the room, 
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Then, my lord, may I just read from Part I, five 
paragraphs from our opening submission, that commences on 
page 1. I propose to commence reading at paragraph 3 of 
the Outline Submission. Having referred in the earlier 
paragraphs to the problem that is before the Commission, 


paragraph goes on to say: 


"3, The problem involves, in our view, the need 
of ensuring that the railways of this country be made 
financially sound and be able to provide adequate and 
modern railway services. Railways, at least those 
privately owned, must be able to attract the necessary 
capital to their enterprises in order that they may keep 
pace with the need for expansion and modernization of 
their services and for the improvements which are 
required to ensure that the products of industry may 
find their markets both at home and abroad. 

4, The suggestions contained in this submission 
by Canadian Pacific looking to a solution of these 
problems involve basically the assumption that it is 
in the best interest of Canada that Canadian Pacific 
is to continue to function as a privately owned system. 

5. Regulation of public utilities, including rail- 
way utilities, is necessary. At the same time, in the 
submission of this Company, regulation should neither be 
sought for its own sake nor should it be carried to the 
point of oppression. 

6. If regulation is carried too far and, above 
all, if the problem is allowed to become one hedged about 
with political controversy and subject to political 
solutions, private enterprise cannot perform its function 
and must inevitably give way to a socialization of the 


enterprise. 
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7. It is equally important to recognize that 
regulation should be performed by a tribunal adminis- 
trative in character but wise and fuUglCLlal tn -Tta 
decisions, free from the Stultifying effect of having 
its decisions subject to review and appeal by a 
political tribunal. Parliament has of course the 
power to legislate when legislation becomes necessary 
but it is, in the view of the Canadian Pacific, ex- 
tremely important that neither Parliament nor the 
Governor-in-Council should provide the arenas in 
which questions primarily for the administrative 
tribunal are argued and disposed of." 

Now, having reminded the Commission of those sub- 

missions, I would like to call Mr. George A. Walker, K.C., 
the Chairman of the Company, to present a statement to the 
Commissison, and, if it pleases the Commission, I propose 
to ask Mr. Walker to present his statement in his own way, 
and not to interrupt the presentation of that statement 
by any questioning from counsel. 


Mr. Walker, 


GEORGE A. WALKER, K.C., Called. 

Mr. Chairman and Commissioners, with your permis- 
Sion, I should like to make a statement amplifying in one or 
two respects the submission of the Canadian Pacific which 
was filed with your Commission some weeks ago. 

In our outline submission (paragraph 4) the basic 
assumption was made that it is in the best interests of 
Canada that the Canadian Pacific should continue to function 
as a pri¥etely-owned system. While there is, in the railway 
world at least, as the result of the expanded regulation of 
railways and the rapid growth of unregulated competition, 


little enterprise that can be called either "free" or 
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"private", we use the phrase in contradistinction to the 
Canadian National Railways which is owned by the Govern- 
ment of Canada. 

There are sound reasons for making this basic 
assumption. 

It has been the consistent policy of successive 
Governments of our country and was recently reaffirmed by 
the Prime Minister of Canada that "the best way to main- 
tain a high level of employment and to ensure prosperity 
is to provide the widest possible scope for private 
enterprise". No major political party in this country 


has ever adopted a contrary attitude, 


(Page 13366 follows) 
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As the first great enterprise in Ceneda, one which wes 
an essential link in Confederation itself and which is still 
the greatest single enterprise in this country, the Canadian 
Pacific may justly claim the benefit ana protection of such 
a government policy in as full meesure as, but no more then, 
industry generally throughout Ceneds. 

It should not be forgotten thet the Act providing for 
its incorporation recites that "the Parliament of Canada has 
repeatedly declared a preference for the construction and ope- 
ration of such raillwey’by means of an incorporated company, 
aided by grants of money sand land 

Avrather than by the government" snd further declares thet when 
the contract for its construction is performed "the Canadian 
Pacific Railway.....shell become end be thereafter the absolute 
property of the company", 

The obligation which the Company assumed by the terms 
of the contract to "forever efficiently maintain, work, end 
run the Canadien Pacific Railway", carried with it 3s 3 necessary} 

* corrollary the right of sdministrative control of the 
of the undertaking. 

Your Commic’....o» is respectfully urged not to lose 
Sight of the fect that the Company's underteking (though 
the subject of private ownership) is essentially 3 public 
work, on the one hend fulfilling e vital public function and 
on the other reeresenting a huge investment of private capital, 
mode, not upon the terms on which such investments are usually 
made, but upon the faith of e contract between the Government 
and a group of incorporators, to the observance of which the 
security holders of the Compeny today ere as justly entitled 
8s were the original signetories of the contract, 

The holders of the Company's ordinary end preference 


stock number well over one hundred thousend individuals of 


Ve 7. i 


ned ats sataqusdes * 


if wm 2 


et deine ben TL oad} ao keetenl M6 7 
9 ole (wadavos aldd of ve erwstee six ate ‘dees 


4 to noftestorq baa thtomsd oid mete ehdeut eem 3t% 
. : wh 7 ia 
Seaton SeommrTreves 


eiton end?) yrtag it” 


v4 : vy 7 7 ru a+ yp 
| a » ott dec sttonse otf gon Blworea ge 
O% wathivor Jol sit dedi aettontes, off gon Biv | 


7 # ‘ : " y r - 
“gen abene to Soramelflacd eng aaa ts 4  ToOl7cst i : 


y _ os ; ; i ala jr 
ko Nivn notdousganoo ent got soretotedg 8 bexefoeb yibeveegs 
; ‘a ; a y i 
¥ > Py ~ . : > 
saeom vd*Vewlfies dowe tO noltes 
Pa ae Saet rts’ vsron To“adnets VG 
, Oe | | 


‘ be its ee 7 pat r rx oun Pes i i< f Lene 
pote. gerit worsioeh. roddere One, sManiIneveg ea yer 


y? 


_—s o 


} 

[ ; ra " ¥ “YF ver Pr tnrwtermon Bd wo? Fo adioo odd 

| ee scied ont” baemto R169 Bi TINY Na Reet SE tO 3 ed a 
[ana rewl ish otttos’ 


mond ed Dit : MW Llandassace¥ ‘teh 
7 

Fev nee rem ont’ es sro i 
y“vneaqnos afd to Yyteqotq) | 
i va 
; or m" 

- Oi 


‘ ? hay} 
y at apa ~m be - elie Tah 
‘ ti 1) : svi ‘ ie a 
Vit tk itd } a ba iL J H 


Coyvgioy " of goaktaoo oat Fo 7 
’ 7 a 


t Ve 

i] 

y wt =) ere - 

Liaw ."vewlted. atitosy ibsrne) ont nt ey 
F i wid * =~ c - 

taste tdtaba to sJAaLs xtt veelloywioo * : 
ocinedrobad oy Fo 

Ud 
rm | lope (fre Oty : ies iy ~ eta 4 


sy alycsqmod od} dart dod? od to dig ke rr, 

ey | atdeysrwo etevisd 16 tootdue and 
og -oettEeede? baet ono edd me now 
outgeovat ood 6s yetéasestset todte odd ro 
tidw umtod oct moqy dom ~sban 
{i gooxtnoo @ to Atiel edd noqu dud «she 7 
1980 id oF stodsiogToant if GuVoty 7 baa 
4 vrequsd odt Wh etebhiod ywituooe : 


sa Vane) 
» aft ‘lo sotsotensta Lantgtae aft stow, oe 


bed 


‘anibic al yoodgmod aft to Basbion ott 
. ¢ 
\neguortt bonbeamd oon teve Dhow sod 
: i 


- 


3 
- 13667 - Mr. Welker 


elmost every walk of life, in Canada, the United States, Great 
Britain and continental Europe, 75% of whom own 100 sheres 
or less and 98% 1,000 shares or less. There is no combination 
of shareholders that would constitute 2 preponderating or even 
an important influence in the conduct of the Company's affairs. 
“Acting for such a body of efron itera the Directors 
are charged with a trust even more serious than would be the 
case if their actions were guided by a body of men whose hol- 
dings gave them such an influence in the Company as to consti- 
tute prectical control, 

Some of the submissions made to your Commission have 
Shown e tendency to insist that, while it is essential thet 
the Canadian Pacific should remain a private enterprise in 
order to provide competition with the Government-owned system, 
more and more control, should be exercised by the executive 
arm of the Government (or, in other words, that the Conadian 
Pacific should be treated es a mere instrument of national 
policy) end if, in the result, the Canadian Pacific cannot 
survive as a business enterprise it should be aided by 
government subsidies. 

I desire to put firmly to your Commission my view that 
such a policy of railway regulation, if applied to the Canadian 
Pacific, would inevitably lead to its destruction as 3 private 
enterprise. I say this because, in my opinion, neither 
"“nublic opinion" (for which the clemour of pressure groups may 
so readily be misteken) nor the Government as an interpreter 
of such public opinion could possibly take the impertial and 
judicial view of its finencisl needs to which any public 
ubliity corporation is entitled. Why should anyone seek to 
avoid having such issues determined by an impartial sadministre- 
tive tribunal? The enswer must surely be found in s fear that 
the contentions to be raised against the railways would, in 


a 
some measure st least, be unacceptable to such tribunal. 
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The Canadian Pacific believes that the findings as 
to the financial needs of any Veguleatedipublic utility to 
enable it to perform its functions with due regard to the 
public interest (involving as these would, in the case of the 
railways, either increases or reductions in the level of rates) 
Should be decided upon the evidence before it by 2 responsible 
end impartial tribunal. Any proposal which exposed the 
Tribunal's decisions to being overridden by the executive arm 
of Government, reacting to political pressure or the influence 
of pressure groups would result in injustice, in a lowered 
standard of public service ond ultimately in the extinction 
or nationslizetion of the enterprise itself. Such a 
proposal would tend towards a return to the unsatisfactory 
system of regulation of railways which existed DPiGr to L905) 
the weaknesses of which resulted in the establishment of the 
Board of Roilway Commissioners, 

The suggestion of increased Government intervention 
not only violates the letter and spirit of the contrect to 
which the Canadian Pacific owes its existence, but 1t is 
fundamentally opposed to every sound priciple of private 
enterprise. 

That the Cenadian Pacific has amply played the role 
assigned to it by Parliament in the development of Canada 
does not rest on mere assertion, 

The Royal Commission of 1931-2 presided over by the 
Right Honourable Lyman Poore Duff, after an exhaustive 
enquiry into the whole problem of Conadian Transportation in 
which "the more detailed end searching phose of our investi- 
gation has.....concerned itself with the position of the two 
principel railway compenies whoce problems, difficult enough 
uner normal conditions, have been aggravated in recent years 
by the continued depression in world trade" summed up the 


position of the Canadian Pacific in these words (Section 25 


a), 


- 


i biti) \ iT ; i | } aid Me i 7 sa Tat) ' ; as ~L. 
reati hott act oterht nowetied oat Tt oe: ate r ere sit 27g 


hy ~ hs Thi 


stowent? ° 3 
ea of besget Juh ciltw sto bdostil ed en asd eideie 


1 hie RS: . 
od “weil Sibitar, Dei slagot yen te shoe: 


| 200 
+ % anne oT at, Simow aserld we sabviteunty Soorstet of fs SOG 


« 


i gene. 

toy fo keead od mi amatioubhses to egestas montte oxen 
¢ _ ‘ <> he =~ ¢* ~ = « iy a he 
satenor: ste yd at pioted eomebive wt aoqu Bebiosb ad biwore 
iottiw Lesovyerg oA’ aticedind fetorsqut ‘Bere 


~ ae: 
4 — iD at » Oat ~ a 


a5 
. se ~ 
- 4 — es 7 at 3 re " 
; by Pere ces ae: cy Ast we er: Ph ELIsvo ait tod wat Bios eloaod a™ fsrardst 


eee Ne 


1 
} a 7 ore - 
‘ pr chs Pun tt Pine oct “ores? or oer 1. 4 5 FAY TERE aot) 2 
ink enc 3% a Ae erties on i ae a et a ae 7 Se ) fd ~ 2B3" es fr ma tht | tay ‘ o 


rif yt aa Ti wom 
Ye hea tt Pe a eB 


a 


; 2 ; a : ee a a : 
. Howe Stantt oatxetodme oft “to sotdestt ere Ba wo 
ee “ es ie 0 . : rt 


i . + at eros a phaeowot based Sieow Theod xe 
¥ % 2 5 by 4s ~ E at 7) : S(t ( ia Dis | ms ‘ ge . ae ~' bit 7% + 4TS . td Wee 4 2¢ OF : 
LAB 
; ke 
‘ 1. a rt 

Poe a es ey + a hin , (i r Pts Frere) ee © if ie We 
ROL cf STOETG TAIKS ALLA SYS if tdetanoer 7 ove a 
Siw i 


P QP imal _ ; 5 2 ee ake a. £ oe . — peng pitt 
atte YA eoleettetes ott ot betivact cofdw to susesmiaow ang 
Dik y “yal OSL GAR CRE ie EME cee RP ww 45 " , ‘ 
; a + 4 ie 
eran Van. biment) wewl toa Yo bvece in 
auenolsatmod Yewlt A to Dus : 


irs B 

2 or ft » a — ¥ De my .. & 5 wm eh en ate 
ah SPST ay fat jo8 Boy Meer £4) TOL aoa aes ste . 
vay i tal Daneel | Ao fae) SB: “Rees ae * 2 be 


is Lie ° : 
- mie m oF P ie 2» a eee " 
mes : ; 4 Stet ip Rae weet, agit secre oO Gallo sont 
2 i a (tO wo a oe we 47a, aS ht | a eee a oe f Green PE de Lv AttC 


if 


S 
if ei $2 tod wurgtpixs nti now oftiocs ae wire) SES 26 
: s “<2 te 4 2 oe “ y hn Gre SA om 4 PGMs, ~ ’ ih , 
i 


“ Soviug to ekgtetwy bee Wisve oF Soeoqyo X it cteomebras 
. saiuototae re 
Slot su yste views ect offioed aeioen std gad? 
a 
ahened to tase ten sit nt doomeftiaet yd tf of Doayiee 
.aoidyseas stom co Saat Jon seo 
Aas ys tov Hiaoty S-fF LE to Aolea ) favor sdf 


ie 
2gctke ac vette , Met etood name sifexworod ddgli 
NE notestrocaser? aciben D to woftdoty sfodw ets odnt wrt 


: ; ’ ¢ , tv . "fa et Oe a ® 
=igasvnt wwe to sacdq pnivievess tire. believed atom sid a 


Owe sho %5 moltiecs ait Az 
Gas Sivotwisbh .emsldcotg sot, 64 Lanannos youltes tegen MT in 
By dsest Gr Datevemsae rood owell are et fom 


+ ; ee » ees 
snd qua Daan Pebexd bit a nk sok ral Hoe of 


poltosa lakh ceed nb odteceta 


a 
- 13669 - Mr. Walker 


of the Report): 
"AS 8 result, the Canadian Pacific Railwey 

Company, the largest taxpayer in Canada, has been 

subjected to the competition of publicly-owned and 

operated railway lines, supported by the financial 
resources of the country. They had honourably dis- 
charged their original contractual obligations with 

Perliament, and the company's lines had played a great 

part in binding together the western and eastern pro- 

Vinces of the Dominion. By common consent, the com- 

pany's edministrators had brought faith, courage and 

invincible energy to the task of bulldine its tines 
through the undeveloped west. The company's achievement 
commanded the admiration of both reilway operators 

and the public, and has been a material factor in 

causing Canada to be favourably known upon three con- 

tinents. Their operations brought profit to shareholders, 
and the enterprise became a national asset of secknow- 
ledged value and importance to the Dominion". 

Neither the lapse of the intervening years, the continued 
onset of depression throughout the 30's, the convulsion of 
World War II, nor the post-war inflation which has permeeted 
every phase of our economic life, save that of railwey rates, 
has altered the essential soundness of thet finding. 

During its nearly sixty-five years of operation the 
Canadian Pecific has not cost the country one penny beyond the 
considerations in the originsl contract, 

While the railway was under construction end financing 
wes difficult the Government guaranteed $15,000,000 of the 
Company's bonds. Though these were not to mature until 1938, 
the Company had, by 1906, deposited with the Government the 


last instelment of principal and paid 311 the interest in full. 
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Again in 1933, when the. money markets of the world were 
virtually closed to the sale of securities, the Government 
gusranteed a loan to the Company by a group of the chartered 
Banks in Canada of $60,000,000, repayable within five years. 
The money was in fact repaid with interest in full within three 


years of the loan, again without cost to the Government. 
CAPITAL REVISION OF C.N.R. 


In whet follows I should like to make it abundantly 
clear that nothing is said in any spirit of animedversion 
towards the Canadian National Railways or the submission which 
hes been filed on its behalf. 

Il repeat what we have said publicly before, that the 
Canadian National Railways is today sbly managed by a thoroughly 
competent group of officers; and it should also be said that 
the executive officers of the Canadian National presently 
serving the system cannot be charged with responsibility for 
the depressing picture disclosed in thdr submission. 

We appreciate, too, the feeling of lowered morale which 
it is suggested must affect officers and employees of the 
Canadian National in serving e Railway which, to put it briefly, 
does not pay its way. Indeed in recent years the inability 


of the Canadian Pacific 
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to earn adequate net revenues (oniievennek earnings were 
at the highest level in its history) has produced a like 
feeling on the part of its officers and employees, 
differing, if at all, only in degree, from that of the 
officers and employees of the Canadian National. 

The natural desire of the officers of the Canadian 
National Railways for the improvement of that system's 
financial structure should not, however, be allowed to 
found a recommendation by your Commission which would do 
irreparable injury to the Canadian Pacific. The manage- 
ment of the Canadian Pacific would be neglecting its plain 
duty to the shareholders of the Company and the holders of 
securities for its funded debt if it failed to comment 
On some aspects of the Canadian National submission. 

The historical review of this topic in the Canadian 
National submission begins with the default of the Grand 
Trunk in 1915 which let to the Report of the Drayton- 
Acworth Commission in 1917 (page 13 of Canadian Netional 
submission), 

We earnestly commend to your Commission a careful 
study of that Report as well as of the Report of the Duff 
Commission in 193l-e. 

Specifically, however, there are three passages of the 
Drayton-Acworth Report which are of vital interest and 
have 2 direct bearing upon the whole submission of the 
Canadian National, as it bears upon the equally grave 
problems of the Canadian Pacific. 

At Page xlv the Commission said: 

"We think that, if the State took over and 

undertook to operate the Grand Trunk, the Grand 

Trunk Pacific and the Canadian Northern, it would 

be morally bound to offer to purchase the 


CSnedian Pacifici also. This company is in a 
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strong financial position; it has assets of 

great present and even greater potential value, 
largely exceeding its liabilities; its 
$260,000,000 of common stock stand at a 

high premium, and have been very much higher; 

it pays a steady dividend of 10 per cent; its purchase 
would be a costly matter; and it does not ask 

to be purchased or to be helped in any other way. 
The company is .cdmittedly progressive and 

BZives a good public service. Moreover, it 

has a large investment in ocean steamships, 
irrigation, land and coal development schemes, 

and other enterprises quite unsuited for 
Government management. But the Canadian Pacific 
Railway is exposed thwoughout it’s whole territory 
to the competition of either one or both of the 
other systems. So long as that competition is in 
the hands of other organizations, also having to 
cover the interest on their bonds and Strivane to 
earn a dividend on their stocks, the Canadian 

Pacific Railway has no cause for complaint. But 
competition with railways operated by the Government 
stands on an entirely Government footing. It 
would be at any time possible for the Government 
deliberately to adopt a policy of lowering 

rates, in some part or throughout the territory 
involved, below a commercial basis, and making 

up the deficiency out of general taxation. It 
might be argued that such a policy was justifiable 
on the ground that the general prosperity and 
development of the country would be thereby 
promoted. But while conceivably it,might be 


proper to tax the public to develop the country, 
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though in fact it would not be the whole public 
but only certain portions of it that woulda 
benefit, it could not possibly be fair to impose 
& special tax upon the Canadian Pecific Railway 
Shareholders for the purpose. And yet it is evident 
that this would in fact happen. The Canadian 
Pacific Ratiway would be absolutely forced to 
follow any rate reduction made by the Government 
railways, on pain of losing the business entirely." 
At pageLI , we quote: 
"Our personal belief is Strong that, in normal 
circumstances, railway enterprise isa vmatter best 
teit in private hends,. subject to proper regulation 
by the Government. Were we asked to advice in the 
case of the railways of the United Kingdom or the 
United States, which have been constructed by 
private companies, with money found by private 
investors, we should give effect to this belief. 
We go further and consider that, in the case of 
the Canadian Pacific Railway, as to which the 
Government does instruct us to 20VisSe,; the fact 
that it received large help from public sources in 
its early days, is not any reason why the existing 
status of the company should now be disturbed. 
This company has carried out its bargain. It has 
repaid to the Government large advances made in 
earlier years. We believe that Canada has had good 
value for what it has given: We think that it is in 
the interest of the country that this company should 
be rich and prosperous, for such companies can be 
expected, not only to give the best service, but 
to be best able to provide in time to meet new 


developments as they arise. We have no hesitation 


_ 
ou 


>a 
ae 


Tati at sf #5 iil” i 


P) recrey 


nef x i * 7 
ash a -gtibians oy aia Ba ik wae WEoo a <76. 34 
vaur pat o22tsxt: ei inhO of riiglt 08 erat a 


as a ee Be rie toy BAC sedtrug? cay is sitet fotontl ; a 7 


oe 


‘= ** 
are | 
Mods, el "ited Hee: - ¥ P a 3 ti si 4 Fae nv : , 
carheade) oft naal Fad #4 BY nt BEivow 2 f a 7 
» * , 
a ’ 
Pe i, i th 4 a i - 
re +P nee ie } pe ee i # KS teon * ie ttt: ca 
oy Kestd? vFesdfoeds od Divo yawtts Fito 
- m oye SQ , 
“ By Gag ‘ Figuee ameT potent eset a er t, Fst 
oh ds doiitveyoO osd¥ vd’ obbn déreouhsa ofey yas wol 
hi 7 ' “ei : 
al tf. * © 
7 r mata 4 CRE Pi "oh a a: * ‘+ -a504 y 
. aah ‘tine’ spontaud edt wateor to als” 16 viel fai 
Pisy, . ; 4 
+. a 
i : wolp exer ’ Liou 
= 
- 4 j 
a * &, + La La ists rn ‘ t 
Vie ee Pep That TOs at rae; - oe é , . Ree ¢ y wer $ 
Cahier! ga otddt ‘aioade af lelFad Lacior 2 
‘ 
bond wo bees aha AE an oP tan academia tio 
* ache st i ~ ¢ 7 > 3) hey rey ie Wz . ; F, Te ; °f a ce 
g 
vp ok gee weet ae 4 sot ‘ , é ie oo alan Sr a a5 9 ae rs eats a eo 4 if 
res ae, 7 tt pea ee 'S waners on Cy a ty > wy? ? sta 3d f.. Ww a3 ¥ Mig fix i “ 2 
a4 > * , , 7 => 4 & FY J , : 
+ Pa ee 4 Cs a ray ey. ay ® oo ion ne 5 allt oe 
ey 6 4 of Havése ow aToW <citrfetirtevoD ent F 
$ ae ’ ai am “* Lee ae + is ‘ay he) yu ay % - a a's 
t r mC Oy A » r r 3 j ‘ a wa. rf acl, i i e 
e ’ 
‘ ‘ Ps ars 
t ¥ ‘ ~ af ‘f y ¥ ve ‘ ; x wy 
ty ree «= deme air 3 rR ir Ly Er (se 4 | Gia +t 7 j flu 
7 ‘ Rt ee im yor ae i 
Ar isk See Pe 2 eee eros ne Aa fet 
Wien vd AHaifol varéd AYA ~eoldeasoa erovieg 
; ‘ Fys ‘i ' : , Le . 2 ¢ 
} 7 + , 6.) : I ( 4 ‘ S$ Vv i ¥ 4 of ctr 3 : Ww Py Bs X re vir ; 
. ns er sof °* Hades ny mt i, ” ‘ . 
‘ . of 4 , : we tee ey* } 
: mit At <ged? tebienco bas tensvigr of YN 
: a ia 
i} re : ie -< " am 
; | 4 Pp if ¥ i s ~ d F t Gy *) Bd ae eG wt Ay if TAG ang 
: a ' y ce 4 nase : Pe: - ~ 
| ry ~,aBtyv + ef tJourdien? e500 rfcanirey “Terd) 
_ 
, . 


nz r nae th are re Ke eS tae ‘4  <- 
- ay. ® 9. Mig * f = ee haem 5 ey | “4 at 2d a ‘ P 
at scviihe fifdbe moet gid eetel baviaost si Tags 


eae? ees aoe rf Fay" i 2 ee PAL e Ray haa © ‘ p » Bes Fig ie) 
3 rf oie : ‘ af Se nS Afrode vA pertiiod ans Id sua ete 


; A wid pe ep see Tim oe 
of ae cng 23) 346 Betaaeo esi yredamod afd 


~ (3337865 Mr. Walker 


therefore, in coming to the conclusion that the 
statue of the Canadian Pacific Railway should be 
left undisturbed." 

and at page LXXIT; 
"We have recommended that the Intercolonial and 
the ‘Transcontinental lines should be handed 
over free of cost for the reasons which we have 
given above. But we think it should always be 
borne in mind, both by the trustees and by the 
public, that the real capital of the new system 
includes the cost of these lines. In other words 
the trustees are responsible for a return, not 
merely on the capital of the companies! railways 
acquired, but also on the capital invested in 
the Government railways. For though the Government 
railways have no separate capital account, properly 
So called, their construction has cost the people 
of Canada $276,000,000, and the people of Canada 
are paying interest on this amount every year out 
of the general taxation of the country." 
"We would go further and lay it down in terms in 
the Act of Parliament creating the Board of 
trustees that it was the duty of the trustees to 
Operate their system as a commercial concern, and to 
make no general reduction in rates, unless ordered 
so to do by the Railway Commission, until interest 
at & reasonable rate was earned on the whole capital 
value of the undertaking. And this for two reasons. 
We believe that the obligation to work the system 
as 4a commercial concern in competition with a well 
established and well equipped rival will be a 
Stimulus to efficient and economical management. 


And further we think that reductions, in favour 
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of certain classes of business and certain 
commodities, which bring the railway rates below a 
reasonably remunerative basis, are wrong in 
principle. Their effect is to conceal the fact 
that a bounty is being given to certain persons 


and certain places at the expense 


(line continued on next page) 


( Page 13383 follows) 
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of the community at large. If bounties are to 

be given, as to which it is not for us to express 
an opinion, we think they should be onenly voted 
by Parliament, and not given under the disguise 
of a railway rate reduced to an unremunerative 
basis.” 

We invite your Commission to contrast the 
position of the Canadian Pacific today, with that fore- 
cast in the first of the foregoing quotations. 

Notwithstanding the fact that the Company has 
a substantial income from sources other than railway 
operations, its ordinary (or common) stock, having a 
per value of $25 per share, is bought and sold today 
at approximately $17 per share. This represents a dis- 
count of approximately 32%. Sinee 1930 the stock has 
solj as low as 54 per share, a discount of 84%. 

Although the Company has had the sanction of 
the Governor in Council since 1930 (FC 252 February 4, 
1930) to increase its ordinary stock from $335 million 
to $500 million (subject to the condition that none 
Should be issued at less than par) there has never been 
a time since that sanction was given when the stock could 
be sold without such a sacrifice as to make the sale 
impracticable, even had the Order in Council so permitted. 

The depreciation in the market value of the 
Company's ordinary stock was originally due to the 
Suspension of dividends throughout the period 1932 to 
1942, as the result of the depression in world trade 
and has been prolonged by the low ratio of net railway 
Carnings in recent years. During the early years of the 
war, before the increases in operating costs had become 
SO heavy as to neutralize and later obliterate the in- 


crease in revenues resulting from wartime traffic volume, 
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net railway earnings were sufficient to justify a 
resumption of dividends at a lower rate, but in an 
effort to improve the financial position of the Company 
and its ability to serve the country adeauately, these 
earnings, together with earnings from outside invest- 
ments were applied to the reduction of the Company's 
funded debt, which, during the depression period had grown 
to dangerous proportions. 

Since the year 1945, the enormous increases in 
wages and the costs of materials have so reduced net 
railway earnings es to leave no margin for a return to 
sharsholders on the investment in the railway enterprise. 

The Canadian Pacific makes no claim that the 
status of its security holders entitles them to protec- 
tion egainst financial risks. It does assert that, 
having regard to the contractual obligations stipulated 
for by the Dominion and assumed by it, the Company has a 
richt to such treatment from the public authorities of 
Canada as will afford it a free and fair opportunity of 
fulfilling those obligations, and of carrying on its 
undertaking with a reasonable expectation of profit. In 
no other way can its credit be maintained as necessarily 
it must if the railway is to serve adequately the con- 
Stantly expanding needs of Canadian industry, in all its 
branches, for modern and efficient rail transportation. 

The vital need of railway earnings sufficient 
to provide a fair return on the property investment has 
been stressed by impartial minds in the report of three 
eminent members of the Interstate Commerce Commission 
(Commissioners Splawn, Zastman and Mahaffie) made to the 


President of the United States in 1938 in these words: 
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‘There is some misunderstanding of the fixed 
charge situation and its significance. Many 
seem 86 wnTex thet these charges represent an 
unjust burden, and that if it could be removed, 
all would be well. The fact is that these 
charges constitute a comparatively modest return 
on only a part of the legitimate investment in 
railroad property. There is nothing unjust about 
this return. The objection to it lies in the 
contractual obligation to vay regardless of 
conditions, thus making it difficult for the 
railroads to weather our periodical business 
depressions. Moreover, as above indicated, even 
if the investment were more largely represented 
by stock rather than bonds, the right to obtain, 
if possible, a return on the fair value of the 
property would still remain. The advantage of 


stock is that in times of depression dividends cen 


be passed without danger of bankruptcy. But the 
fact that they are so passed is in itself a reason 
why they should, if possible, in times of 
prosperity be paid in scenerous measure, at least 
On stock supported by property value. Indeed 
companies cannot long maintain good credit unless 
they are paid. Careful investors will not buy 
bonds unprotected by a heavy margin of earnings 
Over and above the interest charges. Not only 
that, but unless carnings are sufficient to make 
Stock attractive to investors, railroads will be 
forced to do all their financing by borrowings, 
thus rec:reating the burden which the bankruptcies 
are redu:cing and eventually putting a stop to 


financinm. 
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ijuch stress is laid (in the Canadian National 
submission) upon the argument that the reilway lines 
of which the system is composed were largely builit. %6 
compete with one another. This is particularly so in so 
far as the lines of the Canadian Northern and the Grand 
Trunk Pacifle in western Canada are concerned. 

It is equally true that in western Canada both 
Systems were constructed to compete with the Canadian 
Pacific and that much of their mileage was built, not 
in new and undeveloped territory, as was the Canadian 
Pacifle, but through territory already adequately served 
by the lines of our Company and into prosperous com- 
munities which, when the Canadian Pacific was DUEL, 
were but names on © map. Notably, some of this mileage 
was built through the dry areas of southern Alberta in 
which, quite apart from its railway investment, the 
Canadian Pacific had spent many millions of dollars to 
Gevelop, by the construction of irrigation works. 

It is undoubtedly true that much of the Canadian 
Naticnal mileage is unprofitable and at page 70 of 
their submission it is stated that out of a total of 
23,300 miles in that system, only 10,500 miles or 45% 
had a traffic density of over 1,500,000 gross ton miles 
per mile in 1948, leaving 55% of lesser density: 

In the case of the Canadian Pacific on a compar- 
able basis out of a total of 18,400 miles operated in 
1948, 8,600 miles or 47% had a traffic density exceeding 
1,500,000 gross ton miles per mile and 9,800 miles or 
5375 had a traffic density below that figure. 

A like comparison may be made in the mileage of 
unprofitable l4ines. The Canedien National have 100 
miles or 24.4% with a traffic density below 250,000 


Gross ton miless; and the Canadian Pscific 4,400 
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e 


miles, or 24% of the seme character. 

MR, CARSON: iIr. Walker, I did not intend to 
interrupt you, but I am reminded we have the data to 
which you have just referred put in the form of a chart 
tnat I think micht be helpful to the Commission. 
Perches) Cen [ile 10.30, this stage. | Lit. will. be 
exhidit 10. 

SXHILIT No. 140: Chart showing comparison 

of unprofitable! lines; 
Oxo ite sii wh Gisele 

I do not think it is necessary to pause to 
examine the chart in any detail, Mr. Walker, but I 
should like to have it before the Commission. Would 


you just continuc with your statement? 
y 


(Pace 13390 follows) 
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THE WITNESS: This is, in large measure, a 
problem which must be faced by any great railway system 
attempting to serve the needs of a vast country in which 
settlement and development are constantly expanding. 

While time does not permit of obtaining 
reliable data, I venture to Say that in the relatively 
densely populated United States few great railway 
systems can be found which have not a substantial mileage 
of unprofitable lines. 

Without the slightest approach to disparagement 
of the Canadian National Railways system, its importance 
in the national economy, the achievement which has been 
accomplished in its integration, or theefficiency of its 
administration, we respectfully suggest that the Canadian 
Pacific is of no less importance to the economy of Canada. 

Although the Canadian Pacific has always been 
the subject of private ownership, as Parliament expressly 
declared it should be, it was conceived and built as a great 
national undertaking and nothing has happened since to 
alter its essential character. 

AS a private railway enterprise, however, it 
Stands in a unique position among the railways of the 
English-speaking world in its active competition with a 
Government-owned railway operating throughout the whole 
territory which it serves, 

The Canadian National possesses immeasurable 
advantages. It need not concern itself with the maintenance 
of credit, because the securities of the system are backed 
by the guarantee of the Dominion Government. Since 1937, 
when recapitalization was effected, any losses have been 
paid from the Consolidated Revenue Fund of the Dominion. 
Any surpluses have been turned over to the Dominion and have 


been applied in repayment of loans made to the railway for 
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capital purposes. 


The Canadian Pacific, on the other hand, can 
borrow only in a highly competitive money market, and, 
if it isto provide efficient and modern services, it 
must earn consistently a reasonable return on the sub- 
stantial investment in the railway enterprise. Its 
losses must be borne by the shareholders. 

At pages 46-7 of the Canadian National submis- 
sion comparisons are drawn between the experience of the 
United States railways, the Canadian National and the 
Canadian Pacific in the growth and decline of their 
funded debt. 

The comparison as between the Canadian National 
and the Canadian Pacific will repay some analysis. 

Taking the figure of $108,522,000 shown on page 
47 (C.N.) as the reduction in funded @bt of the Canadian 
Pacific in the sixteen year period, it will be seen that 
most of this reduction ($104,593,000) was achieved in the 
five year period 1939-43 inclusive. As has been pointed 
out, to accomplish this it was necessary to continue the 
passing of dividends. 

It is significant that in the fairly com- 
parable five year period (1941-5) as appears in Table 10 
of their submission, the Canadian National earned sur-_ 
pluses aggregating over $111 million and that their gross 
revenues since 1945 have been maintained at the high level 
of the previous five years and in 1948 reached the highest 
level recorded. 

These figures demonstrate, as indeed the 
Canadian National submissions quite fairly assert, 

(pp 39-40) that the inadequate level of freight rates 
has been a most material factor in contributing to its 


present unsatisfactory results. This same factor has 
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been the cause of the meagre net earnings of the Canadian 
Pacific. Unless full weight be given to this major cause 
of the unsatisfactory operating results of both systems, 
it must be obvious that the already grave problemsof the 
Canadian Pacific will be still further aggravated. 

I have spoken earlier of the irreparable injury 
to the Canadian Pacific that might flow from the adoption 
of the submission of the Canadian National. This, at 
first blush, might seem to be in conflict with paragraphs 
54 and 55 of our outline submission. 

there, .is. no contradiction, in, fact, but the 
explanation requires a brief historical summary. 

Bver since the first comprehensive review of the 
freight rate situation in Canada was undertaken by the 
Board of Railway Commissioners in the Western Freight 
Rates Case, in 1914, successive Boards have treated the 
operating results of the Canadian Pacific as the yard- 
stick for the measurement of just and reasonable rates. 

This attitude was neither sought nor welcomed 
by) the. Canadian Pacific... Lt resulted dn.the first instance 
from the combined opposition of Counsel for the Western 
Provinces to the use of Canadian Northern or Grand Trunk 
Pacific figures and later from the view of the tribunals 
that the affairs of those two companies were in such a 
state of insolvency that their operating results could not 
be regarded as a proper measure, 

The inevitable result has beem that the Canadian 
Pacific has been consistently the target of attack, and, 
with few exceptions, every ill, real or imaginary, from 
Which western Canada suffers, has been laid at its door. 

The Canadian National system is today in a very 
different setting. 

As the judgment of the Boar of Transport Commis- 
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Sioners in the 21% Case found, the Canadian National is 
"now fully integrated into one great railway transporta- 
tion system, which is well and efficiently operated and 
managed", 

In the more recent judgment of the Board handed 
down in September last, the majority judgment suggests 
that the results of the Canadian National might well 
become the yardstick and that the propriety of this may 
depend upon the recommendations of your Commission in 
your "review of the capital structure of the Canadian 
National and the advisability (or otherwise) of establish- 
ing and maintaining the fixed charges of that company on 
a basis comparable with other major railways in North 
America" and possibly upon the implementation of your re- 
commendations by Parliament. 

‘Provided any reasonable formula is used, 
the Canadian Pacific will welcome the use of Canadian 
National results as another yardstick for the measurement 
of just and reasonable rates, though it is respectfully 
suggested that there can be no sound reason for using 
them to the exclusion of the operating results of the 
Canadian Pacific. 

The danger of injury to the Canadian Pacific 
(and it cannot be too strongly emphasized) lies in the 
suggestion that the Canadian National results might be 
used as a yardstick on the footing that its requirements 
should be limited to earning its fixed charges (after 
these have been substantially reduced) and a small sur- 
plus, without any assurance or direction that the system 
should and must be allowed to earn a fair return on the 
investment in railway facilities. 

Such a situation would inevitably prevent the 


Canadian Pacific from earning any return on the capital 
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invested in its railway enterprise, permanently impair its 
credit, and, it is not too much to say, would ultimately 
result in its bankruptcy. 

The great strides that have been made in recent 
years in integrating the Canadian National system, and the 
efficiency of its present management, strongly indicate, 
as has been said, that the disappointing financial results 
are due largely to the inadequate level of railway rates 
which has created so serious a financial problem for the 
Canadian Pacific. 

We strongly urge that the first and essential 
step to be taken is to establish a just and reasonable rate 
level related to the enormous increase in the costs of 
transportation and thus to remove the disability from 
which the Canadian National in common with the Canadian 
Pacific is suffering, Then and then only, in our submis- 
Sion, can a sound conclusion be formed as to the need for 
arevision of the capital structure of the Canadian National. 

For many years, the Canadian Pacific, in the 
financing of its rail operations, has maintained an unequal 
Struggle with the Canadian National. Unableto raise share 
capital because of its depreciated credit, it is, year by 
year, confronted with the alternative of increasing its 
funded debt beyond safe proportions, or of curtailing much 
needed capital expenditures. 

Should there be thrown into the balance a foes 
ation that the Canadian National is no longer required to 
pay its way and earn some return on its investment value 
as a railway enterprise, it would be not courageous but 
foolhardy to suppose that this unequal struggle can be 
long maintained. 

No more today than in 12917 or in 1931-2 does the 


Canadian Pacific want to be taken over by the Government. 
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Nor does it seek or desire Government subsidies of any 
kind. It does want, and may justly claim, the opportunity 
to survive on the accepted principles of free enterprise, 
as these are applied to the regulation of public 
utilities. 

Thoughtful Canadians who give more than lip 
service to the principles of free enterprise and who be- 
lieve that the credit of their country should be held high, 
must be concerned in the adoption of any policy which 
would lead to the defeat of the purposes for which the 
Canadian Pacific was created, after sixty-five years of 
operation in which, throughout good and bad times aéliko, 
the Canadian Pacific has maintained a standard of effi- 
ciency and safety second to none among the transportation 
systems of the world. 

MR CARSON: Thank you, Mr. Walker. 

Mr. Walker is now available, my lord, for any 
questions any member of the Commission would like to put 


to him, or any questions counsel would like to put to him, 


(Page 13397 follows) 
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THE CHAIRMAN: Does anybody wish to question Mr. 
Welker? 


CROSS-EXAMINATION BY MR, SHEPARD 


Q. Mr. Chairman, I have some questions. I recall, 
Mr. Walker, that when Mr, Evans started the questioning 
of Dr. Locklin last week that he said that he was somewhat 
diffident sbout asking questions of sa man of the stending 
of Dr. Locklin and I think perhaps I can say without 
contradiction that I know how he felt last week. 

Ae You need not be nervous. 

Q. Well, I think perhaps I should identify myself 
to you first, and tell you that I am here on behalf of the 
Government of Msnitoba. 

As Yes, Mr. Shepard, 

Q@. And I would like to make one or two references 
to the statement you have just given us. First of all, on 
pege 3 towards the bottom of the first complete paragraph 
on that page, you are referring to the proposal which I 
think I recognize as having been made in the Manitoba 
submission, end you say: 

"Such 9 proposal would tend towards a 
return to the unsatisfactory system of regulation 
of railways which existed prior to 1903, the weok- 
nesses of which resulted in the establishment of the 
Board of Railway Commissioners." 

Now, I just wanted to ask you, Mr. Walker, what your 
views were of the Aeronautics Act which I am sure you are 
familiar with and which sets up an Air Trans:.ort Board 
directly under the control of the Minister or Governor-in- 


Council on all matters? 
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A, I think it is open to the same objection that I 
have urged here, Now, at one time in the early deys when we 
hed a status in the air firld, we objected to that very 
provision, 

Q. Would you say thet that Act as amended in 1944 
expresses an archaic principle and goes back to something that 
was in vogue in 1903 but which was objectionable today? 

A. Well, I don't know whet the amendment of 1944 was. 

MR. CARSON: Mr. Shepard, does the statute deal with 
rates? 

MR. SHEPARD: I am sorry I have only one copy with me. 

Se Well,, if you would let me see it. 

Q. Perhaps you would be interested particularly in 
Sections 9, 10 and 1l, sir? 

A. Sections 9, 10 and 11 have no relation at 3l1l to 
the regulation of rates, Mr. Shepard; they are governed by 
(what do you call the other statute?)., This is en Act to 
authorize the control of aeronautics. Now, that deals with 
operation, safety, international treaties end what have you. 
The rates of the air lines sre governed by the Air Transport 
Board under another statute, 

MR. EVANS: You may have in mind the Transport Act. 
That was originally the Act but I think that has been changed 
now, 

A. But there is a statute under which the Air Transport 
Board regulated the rates of air lines and it has no reference 
to the Aerronautics Act, Mr. Shepard. 

MR.. SHEPARD: Let me read this to you from the Aero- 
nautics Aact, Section 11: 

"Subject to the approval of the Governor- in- 

Council, the Board may make regulations" 


and then sub-section (g) of the type of regulations: 
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"respecting traffic, tolls and tariffs and 

‘providing for the disallowance or suspension of eny 

tariff by the Boserd," 

A, Well, you will find that that jurisdiction hes been 
transferred now to the Air Transport Board. 

Q. Well, it is the Board as set up. The Air Transport 
Board is set up by the Aeronautics Act. 

Aeon Weld cif that tis theirsituation, Mr. Shepard, i 
would disagree with it just as violently as I do with the 
suggestion that railway rates should be controlled either 
by the Governor-in-Council or any department of government. 

Q. Well, I did not expect you to agree with it, but 
I wanted to go back to the question I asked you a moment ago 
as to whether you felt that this Act in its amended form 
pessed in 1944 expresses en out-moded opinion of Government, 
if you want to call it that, or Parliament? 

A. Well, I do not like to be put in the, position of 
criticizing Parliament, but I disagree with the principle. 

Q. On what grounds? 

A. On the ground that you cannot have proper regula- 
tion of a public utility except by an independent and impartial 
Tribunal, and I do not know any civilized jurisdiction where 
that principle is not recognized. 

Q. Do you know any uncivilized ones? 

A. No, I om not very well acquainted with the un- 
civilized ones. 

Q. Then, turning to page 5, Mr. Walker, of your 
statement, you begin there to quote excerpts from the 
Drayton~Acworth Commission in 1917 end I just wondered whet 
your views were es to whether that Report, made 32 years ago, 
might have lost some of its validity because of the changed 


conditMons in the interval? 
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A, Well, conditions have certainly worsened so far 
as we ere concerned. I do not think thet the Report has 
Posteny Of ips validity, 

Q. You would not suggest that a Commission would 
welte the same Report today as it did in 1917 because I 
am sure you would egree that there have been many new factors? 

A. Well, as I understand it, Mr. Shepard, this 
Commission has not set itself up to go into the historical 
aspect of the railway problem; it is dealing merely with 
present-day conditions, ‘end I ‘suggest that all ‘the conditions 
that are cited in that Drayton-Acworth Report are quite 
pertinent today except that our position has very gravely 
deteriorated in the meantime as the Drayton-Acworth Commission 
suggested would be the case, 

Q. And your position has deteriorated more or less 
in the same manner as ea good many railroads in the United 
States? 

A. I think it has deteriorated to 9 much greater 
extent because many of the United States railways have been 
reorganized, gone through bankruptcy and whether they have 
or have not they enjoy a rate level which is immeasurably 
better than ours. 

Q. And a cost immeasurably commensurate with the rate 
level? 

A. Not by any means. 

Q. But ea higher cost level than the Canadian rail- 
ways? 

A. Within the months of this year for which the last 
return was received, the rate of return on the property 
investment of all the Class I Railroads of the United States 
was 3.94 and in some of the districts, the southern district, 


the return on investment wes 4.31, but 3.94 was the return 
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for all the railroads of the United States which come within 
the classification of Class I railways. Ours last year was 
Perce 

Q. Now, Mr, Walker, I would like to draw your attention 
to pege 7 of your statement where you meke reference to the 
current selling price of Canadian Pacific common 3s about 
$17 a share. I am not too sure of My tects on thie. "L* think 
it is correct to say that there have been no recent Canes. 
think that goes beck a number of years) common stock. issues 
by American railways? 

Ae Well, T really could nov gay. 

Q. And I suppose you have some knowledge of the 


~aifficulties thet the American Railways ere experiencing 


in raising new capital or have experienced in the recent past? 

A. Well, I have not noticed any difficulty. The 
Pennsylvania just a few weeks ago announced a proposed capital 
outlay of some $300 m4llion. 

Q. Do you know how they are finencing that, sir? 

ne Noy iodo mot. -L.. think Very Larcely by) Lone-term 
bonds, but I cannot. speak with certainty. 

Q. Now, on page 8, sir, you soy part way down the 
top paregraph on page 8 (you are referring to the necessity 
of a proper return) amd then you say: 

"Zn n® other way can its credit be main - 
tained, ae necessarily it must, if the railway is to 
serve adequately the constantly expanding needs of 
Canadian induatry". 

You have said, earlier in your statement that there 
was a time when the Coenadian Pacific had a security issue 
or I guess ‘it was a, Bank-borrowing guaranteed by the Dominion 


Government ™ 
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A. Yes. 

Q. And you probably noticed that thet is one of the 
alternative submissions in the Manitobe Brief thet consideration 
perhaps should be given if the Canadian Pacific needs new 
capital to government-guaeranteed assistance which would quite 
obviously enable the Canadian Pacific to obtein their money 
at a lower interest rate. I just wondered what your views 
were? 

1 serahuduoat bi think it is an utterly unsound basis for any 
private enterprise. 

Q. Would you say it was unsound to the point where 
the only alternative was to reise freight rates 50% to 
re-establish the credit position of the Canadian Pacific, 
thet the freight rates should go up that amount before you 
hed 8 government guarantee on a security issue? 

A. So long as that rate is level and reasonable, I 
do not see whether it makes any difference whether freight 
rates go up 50% or 100%. The base must be reasonable and 
every other commodity in this country is selling, not at 
50% wut at 60 or 70% of its current price in 1939 and we 
ere peying those prices. 

Q. But you would still say that irrespective of how 
hugh freight rates would go, there is no limit to the height 
they would go? 

Ay Well, If you went to the point of saying that the 
government not only guaranteed the dorrowing but that we did 
not have to pay them, that would be se very different problem 
but you are only postponing the evil day by obtaining a 
government guarantee for something or another which your 
own credit wont support. 

Q@. Isn't it a fact that the Canadian Pacific did 


obtein a government guerantee and survived it? 
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A, That was st a time, Mr. Shepard, when the money 


markets of the world were closed to every security. The bluest 


of blue chips could not have floated securities in those days. 


THE CHAIRMAN: Whet year was that, Mr. Walker? 

A. I think it was in 1933, within four years of the 
erash of 1929. 

MR. SHEPARD : But it ie 6 fact that today, as far sa 
issuing common stock is concerned, you have relatively the 
Seme position as vou had in 1939 snd you could not do it? 

A. No, we could not sell common stock today. 

Q. Would there be any situation when you conceive 
that your Company might agree thet es Government guarantee 
would be preferable? 

A. Well, I cannot conceive of any situation in which 
we would welcome it. The day may come when, es a matter of 
desperation we have no alternative, but I say it is utterly 


unsound in principle. 


(Page 13407 follows) 
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Q@. Then, on page 11 of your statement, down near 
the bottom of the page, I read: 

"The inevitable result has been that the Canadian 

Pacific has been consistently the target of 

attack,and,with few exceptions, every ill, real 

or imaginary,from which Western Canada suffers, 

has been laid at its door." 

I wonder if you would tell me what the "few 
exceptions" are? 

A. I cannot readily think of them. 

Q. You would prefer to have that deleted from your 
statement? 


A. No. There may be exceptions. I would not say. 


MR. CARSON: What was your question, please? 

MR. SHEPARD:Q. I asked the witness what the "few 
exceptions" were. , 

A. We were recently charged with having dictated 
the location of the Transcanada Highway. Nobody represent- 
ing the Canadian Pacific had ever approached anybody 
with regard to the location of the TransCanada Highway, 
yet newspaper editorials charged us with having engineered 
the whole thing. 

MR. FRAWLEY: @Q. But you do get some good newspaper 
editorials, Mr. Welker, do you not? 

A. Seldom. 

Mr. SHEPARD: On page 13 of your statement, in the 
second paragraph, I read: 

raise 

"Unable to/share capital because of its depreciated 

credit, it is, year by year, confronted with the 

alternative of increasing its funded debt beyond 


safe proportions, or of curtailing much needed 
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capital expenditures," 

I just wondered what your views were on what the 
"safe proportions" of funded debt to total capital would 
be. We heard something about it in the 20% Case. 

A. Personally, I think ours is at the moment as high 
&as it should be, But thie ae many railroads that 
exceed 50%. I do not think any of them are happy about 
it. I think you are in the danger zone when your funded 
debt exceeds 50% of your total capitalization. 

Q. Exceeds 50%? 

Fd LO os 

Q. What reasons would be ascribed for saying that 
is the danger zone? 

A. Because in good times you have no difficulty at 
all in meeting your fixed charges. But anything approaching 


& depression reduces your gross earnings at a tremendously 


rapid rate and consequently your net earnings. Therefore, 
in times of depression, if your funded debt is out of line 
you cannot pay your fixed charges, and you become bankrupt. 

Q. How would that be affected if Government guarantee 
Should be obtained for the issue of new securities? 

A. Well, Mr. Shepard, if you are working with 
Government guarantees you are not & private enterprise, and 
ultimately the Government who do these things for you begin 
to do these things to you, and you cease to be a private 
enterprise. 

Q. Yes. Well, the Canadian Pacific ceased temporarily 
to be & private enterprise once before in its history, did 
it not? 

A, When ? 

Q. When you obtained Government guarantee of bank 
loans. 


Q. You might think so, but we repaid that money in 
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two years less than the time in which we were bound to 
repay it, a fact which demonstrates, I think, the sincerity 
of our people when we say that we do not want to be dependent 
upon Government aid. 

But at that time, you may remember, Mr. Shepard the 
Government were exceedingly anxious that capital expenditure 
should not cease throughout the country. They wanted us 


to help in relieving the depression by providing employment. 


4nd it wags for that reason, not for any love of the Canadian 
Pacific that they guaranteed our $60,000,000 loan. And in 
addition to that, they loaned us other money specifically 
to provide work which we had no immediate necessity for 
doing, simply to provide relief from depression. 

Q. But there would be no reason to expect that if the 
proposed capital expenditure programme of your Company was 
necessary now = and I am not in a position to dispute whether 
it is or not - that if you should obtain a Government guarantee 
of securities for the purpose of financing it, they would 
be cleaned up as rapidly as you could, so that you could 
return to your private enterprise basis 

A. I do not think we will have cleared an imbalance 
aE between funded debt and capital stock, The salvation of 
the Canadian Pacific lies in the restoration of its credit 
to the point where it can sell share capital, 

Q. Now there is one other suggestion which was put 
forward by the Manitoba Government as an alternative means 
and I should, perhaps, make it clear, first, that we do not 
consider there is any need for a subsidy. I think we are 
probably one of the people you refer to as » paying lip- 
service to private enterprise, but that is as much as we can 
pay in the Courteroom. However, one of the other alternatives 
we put forward was a suggestion that it might be possible to 


set up some type of reserve in the books of the company, I 
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appreciate that it would not be feasible to immediately 
finance out of that type of reserve a large programme 
this year, but I wondered if you had any views on that? 

A, It would be very desirable to build up reserves 
if you have the money to build them up with. But as it 
stands today, we are hard-pressed to find the money to 
Operate the railway. So how can we build up reserves in 
such a situation as that? 

Q. But it might help to aleviate your problem and 
establish a credit position of the company if you were 
able to build up 4 reserve. You would not need to float 
Securities on the same basis as you would now, You might 
conceivably float them on the security of that reserve, 

A. If it were possible for us to build up cash 
reserves? 

Q. Yes, 

be 

A. That would/Utopia itself, 

Q. I am not too sure, M?, Walker, what portion of 
Part 1 of the Canadian Pacific mimeographed submission I 
should ask you questions about, Mn. Carson read some 
paragraphs, I think, starting with PEP aN r ole tvs 5 

THE CHAIRMAN: Before we go on to the main brief, we 


will take a few minutes recess, 


(Upon resuming) 


MR, SHEPARD: Q. Now Mr. Walker would you please turn 
to the first page of Part 1 of the printed submission of the 
Canadian Pacific Railway, where the last sentence of Paragraph 
1 reads: 

"The essential problem. can, in our view, be simply 

stated, that is to say: How the people of Canada 

can be furnished adequate and modern transportation 


services at the lowest possible cost to the Nation 
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and without unnecessary or unecomomic consumption 

of labour and materials," 

Now, there are three elements discussed in that 
sentence: First of all, the provision of adequate 
and modern transportation services; secondly, the lowest 
possible cost for providing those services; and thirdly, 
reference is made to the fact that those costs should not 
include unnecessary or uneconomic consumption of labour 
and materials, 

I wonder who, in your opinion, should be left to 


determine those three elements. 


(Page 13415 follows) 
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A. I should sev the Board of Transport Com- 
missioners should deal with the first two, and the third 
may be to some cxtcnt under our control. te certainly 
do not encourage the uneconomic use of trensprrtation, 
uP es shepard . 

“. Do IT uunderstand from thet answer that you 
vould be content to have the Boord of Transport Com- 
missioners determine what is en adequate and modern 
transportation service to be provided) by the C.P.R.9 

A. That may be stating that a little too 
Generally, but in e very large measure they do determine 
now whet modern end efficient transportation scrvices 
are. They have control over the ereatern part ofvour 
equipment. They have control over the train services 
that we provide. They do not ellow us to remove 4 
train without their approval, o2 to, closevia Station, or 
to pick up © piece of trac » although it mey be, in 
our Opinion, auite uneconomic to leave the track there 


or to provide train service, 


4. 


., I supovose the converse vould be Cruc } that. you 


would heve no -uarrel with the Boor’ if the Board should 
acvise you thot certain services should be cut down in 
the intcrests of cefficieney ond economy? 

Me eehinis probably we would welcome it because I 
cennot visuelize their doing it unless we were losing 
money providing the service. 

2. So you do not think it is en unfair proposition 
to state that one of the functions of the Board: ofr 
Transport Commissioners is to police the stenderd of 
service provided by the reilways of Caneds, and to 
contro] that standerd? 


A. I agree, provided they give us ° level of 
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rates which will enable us to comply with these 
standards. 

2. Of course that socs with it; the stenderd of 
service and the rates fo together? 

A. It has not gone with it so far. 

Y %In theory it should go with it? 

A. 'e have hopes. We may be living in "Bleak House', 
buC we still have reat expectations. 

\ lurning to the second = 9aragraph on page 1, the 
Secona sentence in the perasraph reads: 

‘The problem is definitely not one as to which 
art of the country should obtain special treatment." 
I presume you are limiting the words Special treatment ’ 
to gcographic areas. You are referring to which part 
of the country -- 

Ss I did not write this DELEE lew Shepard. oT 
could not say that wes in the mind of the author. What 
Was your question? 

"The problem is definitely not one as to which 
part of the country should obtain special treatment. 
We believe in the equality of freight rates throuchout 
the whole country. It is the only inethod by which the 
transportation burden can be fairly borne. 

Y. %I suppose you would also agree there is a higher 

percentage of revenue from competitive rates collected 
in ccntral Caneda than in other areas of Canade 1? 

A. I don't know that I got that question. 

%. There is a higher percentage of the revenue 
collected from competitive rates collected in Ontario and 
Nuebee then in the other areas of Canadas? 

Poste Lien Chet 8 probably truc, but you would heve 
to ask some of our traffic men if you wanted to be sure 


to get a correct answer. 
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\. Would you consider that the phrase special 
treatment would include the treatment that shippers 
receive when thcy only pay competitive rates rather 
than standard rates? 

f\. No, I do not think that is snecial treatment 
av alls) I think /it is economic necessity. 

Y. %It would not be special treatment compared 
with shippers of anothcr area who do not enjoy those 
rates? 

5S. No, because you start with the basic 
assumption thet in the non-competitive area the rates 
are just and reasonable. 

%. I should like to direct your attention to the 
lest short sentence of paragraph 2, which reads: 

‘Transportation is of national and not merely 

sectional importance." 

Having made thet statement, I wondered whet you might 
have to say as to the duty and responsibility of the 
Dominion Government with regard to matters of national 
importance generally. 

MR. 2VANS: Government distinct from Parliament. 

THE WITNZSS : £8 applied to railways? 

MR. SHEPARD: 3. Yes. Take it as applied 
Generally first, if you do not mind, and then as applied 


to railways 


2 


A. Of course the Dominion Government has a 
responsibility for the well-being of Canada generally. 
There is no argument about that. 


i6 £nd a8 applied to railways? 

A. 4&8 applied to railways, speaking of the Canadian 
Pacific, they made a bargain with the Canadian FRaCirTga. 
and they stipulated with the Canadian Pacific that the 


reilway should be efficiently maintained, run and operated 
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by the compeny forever, end as a necessary corollary 
that included the ri: ht to administer and control the 
undertaking. How else could we guarantee that we would 
cfficiently maintain, run and Operate the railway unless 


we had control of the undertaking? That does not mean 


that we guarrel with rate resulation, but it does mean 
that we ought to have the same Opportunity that eny other 
public utility has to mest competition when it arises. 
The railway does not create competition, Mr. Shepard, 
and if we fail to meet it, so long as the rates are not 
below a reasonably compcnsatory level, if we fail to 
meet competition the general railway burden on the 
country would be infinitely srcater because the country 
eS a whole must bear the cost of rail transportation. 
If we carry freight at a comnetitive rate which pays 
all the actual out-of-pocket costs, and in addition 
makes some contribution to Overhead costs of the railway, 
it is in the benefit of every shipper in Canada, not 
merely the person who enjoys the competitive rate. 

Nould this be e foir Summary of your views, 
that the Dominion Government had the initial respons- 
ibility in the national interest to make some arrangement 
so that transportation would be available, and then you 
say that transportation having been made available -- 


MR. CARSON: Are you drawing any distinction 


between "Government" end "Parliament? 


MR. SHEPARD: ft the moment, no. 
MR. CARSON: Which is it? 
MR. SHEPARD: I think = said ‘Government’. 


MR. CARSON: id you mean Government” in a 


distinctive sense? 


MR. SH2PARD: I should have seid ‘Perliement in 
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that sense because it wes uncer an fect of Parliament 
you were originally incorporated. 

THz WITNSSS: They not only had a general 
responsibility; they had e« specific obligation to 
British Columbie to nrocure the building of the Canadian 
PeCue le 

MR. SHIPARD: %. Having fulfilled that, as I 
undsrstand you have just told us, by providing your Act 
or incorvoration, you feel that the obligation and the 
responsibility of the Dominion Government is at an end, 
and that then the railway created by thatwAot of 
incorporation should be permitted to work out its own 
salvation? 

WA. UVANS: Is that "Government" or "Parliament"? 

MR. SH3PARD: I eam referring to the railway. 

THE WITN2SS: I do not think it makes any daif- 
ference. I will take it either Way -- should be 
allowed to work out its salvation, yes, on the basis 
of just end equal rates for the services it performs. 

4. But you told us 2 few moments ago, Mr. Walker, 
that you had no objection to the Board of Transport 
Commissioners controlling your standard of service. 

Av -Isdoonot! think Insetd that! in just the way you 
DuUCyI 0s I said to a large extent they do now control 
our services. I would not coneede that the Board of 
Transport Commissioners had the right, for example, to 
say to us that we had to put on streamlined trains from 
coast to coast, not for a moment. 

3. Does it not really boil itself down to this, 
that Perliament by enacting the Railway fet had 
aclegated to an administrative tribunal a function which 
it would otherwise have to do itself? 
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jt. *nd that you have no objection to that 
acministrative tribunal having a hand in the standard 
of service provided by the Canadian Prcific Reilway? 

i. Provided they provide us with © level of rates 
which enables us to maintain thet Standard of service. 
we will not wait for the Loard of Transport Commissioners 
to teil us how to improve our services. When we have 
the money we will imorove them. 

I. Now, Mr. Walker, I had some notes on paragraph 3, 
but I may heve covered that in going over your statement. 
In the last two and = half lines of? paragraph 4 I find 
these words: 

"e- it is in the best interest of Cannda that 

Canadian Pacifie is to continue to function 

as a orivateliy-owned system. © 
i may say that personally I egree with that, and the 
Menitone Government has expressed agreement with it, but 
I wondered if you would Give us your reasons for that 
statenent? 

A, ZI think they ere implicit in the whole history 
of tne Canadien Pacific. We think we have keen good 
citizens of this country, Mr. Shepard, and as successful 
a private enterprise as any thet exists in Canéeda save 
Only with regard to the lest few years. 

2. Turning to paragraph 6 on page 2, you make 
reference to what would heppen if regulation is cerried 
too far. You state; 

"--if the problem is ellowed to become one hedfed 
about with voliticel controversy and subject to 

POL, tice] sclutvons. fo... 

I wondered thet you had in mind, in what connotation you 
use’? the word “political there, because in my under- 


Stending there are two msenings. One is a fairly lofty 


‘ t 
7 , Nts a of; 7 ‘a rere ona oe o 


q a ae ¥ 

. here enecee . Of nt Ons: & age ne 
on i 
Sergi ke. witiort ae bregn®: " a ue 


. iy; 
petet To Cave = dtl athe spivend eid i. pele 
SSobvrse. Io. Serhahts. a At ere uy = aw. 


2 i 
‘power pueios: droqenac? 1 bebe neg oh “he ct Son 85 


ware ob wot] -.esotivrsa IMO evoudin! od: wor “nu, £ 


7 


: ‘ 2 7 : a 
iment evotcut Li tu eu VY ORON, 

. . 1 ” Gil 

> + i ore a E- Lm - oe * > t ® 

gh: dooasessg te @atos, smoa bag E gttoure.! | sehr met bit = 
= ; f my | A 
 oshometste teu fore gehop mirgans fogsvoo ONS os e id 
he tat . —— silts ee > “a a) Te < +. s & ’ - 
) 

Z = r * ”. : 

yi ere | : re ° ae 10 @eeas 5 ela hat ig t2 5] 4 ont 

a 

o he 
-4 : 


ss 
- oa ft i rts » 
: 2 pa to Jaoyatng wav % of BL IE es 
: A . 
i ty a ' % ot 
’ f Ga t eM 7 "SHQ8 Ware | - * oid +s Ed A Aa ee arse 
\ 
- - “ } Fad 
moteye poatvor yg. Sesaving 88 
f * rT. + st4 
| ‘~ ia) z (;-t nas | oes ae i >A Oe = ¥ aaX i . 
; 
- ~~ os +o . -  ~-@ 
Md t ; ff ~ yy Ie -wesy <=¢} ~ 3 és WEIS uTt VO J allied 
A ' . - - Aw, o> Peover fi * 
4 ~ e 4 z bi CO eS i be é | we ov BY “Vy a HAD ; {ij ,, i 


: i | . ernemeseee . , 
; a 


7 : a 
hd 2 m & Y 7 7 al a 
fe 8S CB PET oysiS ats ving B 


ug} deal end of Basgos sit ge 


a 7 : 
a ‘ . 4 bn ri & 
SHAM CON oo D dasannis@a of patos | .4 AT 


hotty-~m ». aclzndeunae tp nogeand bheot gan oF Someta | 


sedcde gov 28 ot « - 


we 19 
vt ag eh mo Leone eels 4 bat ya 


. 


— 
7 
~ 
’ 
=r, 
=, 
4 
-. 
a® 
» 
ore 
4 


ov dpelgue prt getevogdmon! Ise hon rf 


y -" . 
a : P - 7~ y Pc 
HOR mates onnoo toe gl seer 
; 4 


° . oe 
), (s9Sitas om.: sBungedg Ch + 


La 2 el mm, an (oom ontd 


NP 


- 13421 - Mr. Walker, cr-cx 


meening and the other is one that perhaps has a little 
rou;hhouse type of connot:tion. 

Dees One, COSe NOt Tike (ts gay anything 
invidious, but onc does know that in the railway world 
there is a good deal of political pressure from local 
representatives of all kinds, 

2. What I mean, Mr. Valker, is that by using the 
word political in that context, are you implying that 
1S Something bad, from your point of view, of course? 

fo HOR, lL think) LT would eo that. fers 

COMMISSIONSR INNIS: 2. before you leave that, 
may I intervene on the same cguestion. You says 
“If regulation is carried too far and, above all, 
if the problem is allowed to become one hedged about 
with political controversy and subject to political 

SOtUGTONS sec. i.” 

Is one to infer the second is a strengthening sentence 
with regard to the first? 

A. As I say, I don't know what was in the mind 
of the writer, but I do not think it was the intention 


that resulation being cerried too far was ecessarily 


Dd 


the result of volitical activities. There are to 
i¢eas there. Thet reguletion can be carried too far 
f£ think is abundantly evident from the competition that 
presently exists between the railways and the trucks. I 
think one of the chief difficulties that reilways suffer 
togay is that they are in a straight jacket, whereas our 
comoetitors arc completely free. 

Q. If it does, not cerry far enough you may very 
well have these political controversies, that is to say, 
the situation at the present time with regard to the 


political complaints of the horizontal increase in rates. 


One would perhaps assume that regulation was being carricd 
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too far. What sort of bosrd should there be which will 
prevent you from being too Closcly regulated, and at the 
seme time protect you from the type of vnolitical contro- 


versy that woule hamper? 


n. 


ve I think the enswer to the CUGSTION is that if 
you have an administrative tribunel which Is Jucieial 
and impertiel in its administration, then there is no 
field at all for the interference of Government or 
nolitics. 

Y. But can you get such ¢ tribunel? 

eo Eat eesO 

aoe Chat Seo sau" che pressure of such pvoverful 
bodies as the railways, the provinces, the Supreme Court 
and the Dominion, seem to make it Elmost impossible to 
Get the sort of completely independent tyne of boord that 
you have in mind? 

A. Well, I think we have had them in the past. 
- «sat whet period? 
A. Well, I would not like to name individuals, but 
there was a time for a Great many ycars when repeated 
pyneals were made to the Privy Council from decisions of 
the Board of Railuey Commissioners, and on every occasion, 
without exeeption, until the recent appeal from e@ decision 
in the 21 per cent case, the Governor in Council dealt 
witn appeals by saying that the Board of Transport Com- 
missioners hes been set up to deal with these problems. 
It wes amoly equipped with experts, and as = result of 
years of exverience they knew how these problems should 
be dealt with, and that it was quite unsound for «2 
committees of the Cabinet to ‘interfere. That rule was 
followsd universaliv, I think T may say without exception, 
until the recent decision in the 21 per ,.cent..case.. 1 do 


not hesitats to say that the attitude of the Government 
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was largely influenced by political pressure from the 
seven orovinces. 

\. That is 9 political fact which there is no 
denying. On the other hand, there is no way of preventing 
the seven provinecs from making thet protest? 

a. If you have a strong enough "tribunal and an 
explicit stetute, you should be free from that nolitical 
interference. 

An2sit would be interesting to see. 

MR. SHEPARD: %. Following up the line Dr. Innis 
hes been pursuing, do you think that if the Board was 
entirely independent that the seven provinecs would not 
come down and still meke a noise here if they did not 
acres with the decisions of the Board? 


Ae JO I think they would not have come down? 


“« No, I think they might still have come. int fact, 
the chances arc they would have come. 
ae I think they orobably would. 
A. Eut if the Dominion Government had said: This 


1s a problem for the Railway Commission, then the 


provinces would have been confined to the presentation 
of their case in court, and they did not confine them- 
Selves to the presentation of their essc in court. They 
brought sreat pressure to bear on the Government at a 
mony interviews when the merits of the case were dis- 
cussed snd we were not represented. 
- Two, to be exact. 

Aw: That-is what I ecall political pressure. 

t+ I should now like to turn to péeragranvh 7. 
Perhaps Dr. Innis hes Already discussed it with you to 


some extent. You refer to the desirability of a tribunal-- 
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-- aiministrative in character but wise 
and judicial in its decisions, free from the 
Stultifying effect of having its decisions 
Subject to review and appeal by e& political 
tribunal. 
I do not remember who the witness was, but my friend, 
Mir. vans, in cross ~examining some time ago -- I think 
he was refcrring to the Dominion Government -- said they 
would have to have the wisdom of Solomon. (‘ould you 
consider that would te a prerequisite for this court 
that you are Suggesting now? 

MR. SVANS: My friend is referring to a statement 
I made with rezard to some Suscestions about enlarsing 
the Board's powers end meking them an economic planning 
board. I said on thet occasion that the ERoerd would 
have to heve the wisdom of Solomon to do the things 


they wented done. 


(Pate 13425 follows) 


: as ei ow ss esd : : it 
1 > id — — 
ba (gd. gow snendty ‘aa erly todmonres gon eh 


i 
a rei A 
| “a 5 of bs 4 t o- _ 
HY Res 3 Moe . th. a 
; (an 7 
= 
7 } a % baad 
7 pas 
7 


—“ 
a 


HOB Detatweny+oaetD wt! ae ‘ = | 
fee 


SqemiTTeVeD mM tn Emoc. oft ov paterotien peat on 7 


bite Ae se Sieh ’ 


7 vou Afvall ,momolot So molec vay evan OF ewad bie 
ree ie, A 7 ee 74 4 
7 7 7 " 
: t<con ot wed cdtetupertota # ay pine we 35 an eae nc . 


POH 


oh ale “ 5 
eis sé 
Be oes . 
P * 
ae 
~ | ae H > 


ok 


~134025- Mr. Walker, cr-ex, 


MR SHEPARD: That is quite right. I was not 
too clear on my recollection. 

Q. But would you consider that the Board that 
you are now suggesting would have to have anything less 
than the wisdom of Solomon? 

i To nduttna ater the Railway Act and arrive at a 
level of reasonable rates? 

Qi' Yes, 

A. No; I think it requires nothing but ordinary 
capacity. 

Q. A certain amount of arithmetic? 

Tee Ca, 

Q. And not much more? 

A. Oh, no, a great deal more. They must have the 
capacity to weigh evidence and proceed on judicial or 
semi-judicial lines, and arrive at a just decision. 

Q. Referring back to that same sentence, Mr. 
Walker, you use the phrase "stultifying effect"; I 
wonder if you could just--- 

A. Well, I think it must have a stultifying effect 
on any administrative tribunal whose mandate in terms 
Says that they are to have exclusive jurisdiction to 
determine questions arising under the Railway Act, and 
then in the same breath the statute allows an appeal to 
a body which, as I say, universally over the years has 
admitted its incapacity to soundly review the Board's 
decisions. 

COMMISSIONER INNIS: Q. I was wondering whether 
there was any implication that the burdens imposed upon 
the Board under present legislation are too great. You 
place some emphasis here on the judicial character. Now, 
there are a great many other duties which the Board must 


keep in mind in following the statute. Does it mean that 
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its judicial character may be weakened as a result of 
those burdens? 

A. No, I do not think that was the intention, sir, 
but I think there is perhaps room for both strengthening 
and enlarging the Board's functions. 

Q. You mean strengthening and enlarging--- 

A. By staff and--- 

Ooi wlhs terms: or Judiclalv ate tude, lor asi regards its 
other functions? 

A. Well, administrative and judicial, I would say. 

Q. You would not favour handing over some of the 
Guties, Tor example, to the Department? 

AY Oh, nO. nos; UT thank thats would be’ a retrograde 
SCD si (S127. 

Q.. Nothing in the statute setting the Board up? 

hee Lubes. Vour pardon? 

Q. You would not relieve their burdens in any way? 

Po aNGs Lt a0 notythink their burden is too great, 
sie age 

THE. CHAIRMAN: Q. Would you tellus, either now 
or later, how you would enlarge the Board's powers or 
duties? You have just said that. 

A. No, I, said. enlarge the.composition of the Board, 

QO. Oh, the numbers? 

A.. The staff, the technical assistants, and possibly 
strengthen the personnel of the Board itself. 

THE CHAIRMAN: I see; that is all right, then. 

MR SHEPARD: Q. Following along Dr. Innis! line, 
Mr. Walker, youare familiar, no doubt, that there is a 
Bureau of Transportation Economics in the Department of 
Transport? 

AY. -ORy Veen | 

Q. And you are probably, no doubt, familiar that i) 
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it now does do work for the Board of Transport Commis- 
Sioners? - 
A. I think very largely statistical work, yes. 
Q. Would you be opposed to that? 
A. Oh, no. That is economics. 
Q@. Then on page 3, sir, the top paragraph, para- 
graph 9, it is relating back to proposals put forward 
by the provinces, rather a general statement on the 
preceding page, and then you say: 
"Such proposals, while often made in an honest 
belief that they are in fact adequate solutions"--- 
A. Where are you reading from? 
Q@. The top of page 3, paragraph 9:3 
"Such proposals, while often made in an honest 
belief that they are in fact adequate solutions of 
the problem, merely beg the real question. " 
I wondered, is the phrase "the real question” just a 
figure of speech, or is there some real question in 
mind there that we are begging? 
MR EVANS: Would you put a specific case? 
MR SHEPARD: Well, I am putting this specific 
language. 
Q. iI presume it is Just a figure of speech? 
Ay «No; L-would Not thine if was & Tigure of speecn, 
THE CHAIRMAN: The paragraph you just read must 
be read in reference back to paragraph 8. 
MR SHEPARD: Wo Unink, S2ry it 18 Just a general 
comment, but I just wanted to clarify it on the record. 
MR CARSON: Mr. Shepard, would it help to read 
paragraph @ , which comes just before paragraph 9, and 
then you get the context. 
MR SHEPARD: Perhaps it would. I will read that. 


Q. "8. A number of proposals which are alleged 
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to offer an answer to the transportation problem 

Wollibe \dealtrwith insdetall ates tater Stage of 

the submissions of the Company to your Commission. 

Part II of this submission will outline the position 

of this Company with regard to such specific pro- 

posals as are made in the outline submissions of the 
several intervening provinces." 
Then we come back to the phrase "the real question", and 
I put it to you, Mr. Walker, that I Simply presume that 
you ars referring to all) the issues’ raised there, and 
Saying that we are not meeting any of them, or words to 
that effect? 

A. Oh, no. I think "the real question" there means 
the restoration re and reasonable level of freight 
rates and the equalization: of freight rates throughout 
Canada. 

Q. Then the next sentence goes on, Mr. Walker: 

"In many cases such proposals only create new 

problems me 
Have you any proposals specifically in mind that have 
created new problems, or would if they were given effect to? 

A. Well, not in my mind. I have no doubt that evi- 
dence will be introduced with regard to those. The only 
thing that occurs to me now is that,.as I understand. --. I 
have not been able to keep abreast of all the submissions 
or the proceedings before this Commission, but I understand 
the Maritimes are pressing for an increase in the advantage 
they presently enjoy under the Maritime Freight Rates Act. 

Q. Well, I will have to let them speak for themselves 
on that. 

A. And so on. They do not offer any solution of 
the railway problem, in my judgment. 


Q. In paragraph 10, the opening statement: 
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"The system of rate regulation under the Railway 

Act has stood the test of time," 

I wondered to whose satisfaction it has stood the test of 
time? 

ny Welt, “I rthink Vit has“stood "the tes t.of time even 
with the railways, although we are presently dissatisfied 
with the existing conditions, and we hope very soon to 
have them remedied. 

Q. So my suggestion was going to be, sir, that it 
had perhaps stood the test of time with the railways but 
not with at least the seven provinces who have been 
objecting for the past three years? 

A. Well, I would disagree with you. 

Q. You would disagree with me? 

Were Les 

Q. Then going on to the next sentence: 

"Tt has enabled a remarkably high degree of national 

prosperity to be attained," 

I do not suppose that by the use of the word "enabled" 
you are suggesting that it was the factor in developing 
national prosperity? 

AY VPrerentrrates?’ 

Q. Yes, the railways. 

MR.CARSON: It refers to the system of rate 
regulation. 

MR SHEPARD: Q. The system of rate regulation, 
yes. | 

A. = think it has done a great deal. I do not say 
it is’ the”only factor, of course’ We ourselves -I-think 
Were the @reatest Tacvor, 

Q. You would not go along with my suggestion that 
perhaps the prosperity was attained in spite of the rate 


regulation? 
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A No, 

Rui the. gvetem of-<- 5 

A. No, I would not agree with that at all. 

Q. And I suppose you would agree that, while the 
C.P.R. may have developed Canada, the neople who went out 
and settled had something to do with the prosverity of 
BNSC? Ree? 

A. Unquestionably. 

Q. It is a two-way proposition? 

A. We spent something like $125,000,000 to induce 
people to come to Western Canada and to insure their 
prosperity after they got there, 

4. Yes, and to insure traffic to the C.P.R.? 

A. And we give credit for everybody who has con- 
tributed to the success of Western Canada; but they came 
there very largely as the result of our colonization 
activities, the fact that we established demonstration 
farmsd, provided pure -bred livestock at cost to farmers, 
constructed irrigation systems, and a thousand other 
activities. 

Q. But, without belittling those, I might suggest 
that those were not fundamentally motivated by any spirit 
of charity? 

A. No, indeed, they were not; they were simply evi- 
dences that we firmly believe and always have believed 
that what is good for Canada, and particularly Western 
Canada, is good for the Canadian Pacific. 

Qeunkxactiy ves. 

A. We spent our. money on the faith of that belief. 

Q. Then the next sentence refers to the machinery 
provided by the Act as having provided a rate structure 
which will move the maximum volume of traffic of all kinds. 


The machinery provided under the Act has provided a rate 
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structure which will move the maximum volume of traffic 
of all kinds. I was going to Suggest, Mr. Walker, that, 
unless you have Some other rate structure to compare it 
with, that statement might be a little bread? 

A. Well, we have a rate structure to compare 1t 
with in the United States. 

Q. No, but in Canada? 

A. Oh, well--- 

Q@. Having been the only rate structure that they 
have had here, you cannot say that it has moved the maxi- 
mum volume, because I do not suppose even the C.P.R. would 
know whether some other rate structure might have moved 
more? 

MR EVANS: Free transportation, 
MR SHEPARD: Q. That is the only alternative? 

A. Ido not think that the movement of traffic of any 
kind in Canada has been impeded by the freight rate struc- 
ture, because--- 

Q. Your statement in the brief is that it has moved 
the maximum volume. 

A. When we find that it is impeded by a railway rate, 
if there is justification for moving the traffic, we try 
and make a rate that will induce it to move. That is the 
whole theory of Aroma es to move the maximum volume of 
traffic. That is the meaning of what the traffic will bear. 

a Then turning to page 4, Mr. Walker, paragreph 14, 
the second sentence in that short paragraph reads: 

"It" -- referring to the Canadian Pacific -- "takes 

pride in the fact that it has, together with the other 

railways in Canada, provided an efficient transporta- 
tion service at a cost which compares favourably with 
that of any railway company in the world." 


I should perhaps first state that I do not think anyone in 
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this room would disagree with that Statement, but I just 
wanted to suggest to you that you are now Poederringyto 
tne cost to vthe Shipper in that statement -- the cost to 
the freight payer? 

As Yes. 

aE 96 Ue y naturally follows that the cost to the 
freight payer reflects or Should reflect the railway 
operating cost? 

A. Yes, 

Q. And from that perhaps you would agree with me 
that railway operating costs would compare favourably with 
other countries of the world -- railway operating costs 
in Canada? 

A. Well, I have not sufficient information at my 
fingertips to answer that question about railway operating 
costs. I do know that both in Great Britain and the 
United States railway rates have been raised -- in Great 
Britain 55% and they now contemplate an additional increase 
of 16%, and in the United States they have gone up between 
60% and 70% -- and the only reason assigned for those in- 
creases is increased operating costs. 

@. Yes, but.on 4 comparative basis,Canada and other 
countries of the WOPld .ui G would probably follow that if 
GAG Cost to the Shipper is higher in other countries the 
cost to the railway of hauling the traffic would be higher? 

Aa, Nozi not necessarily, because the American railroads 
are making much greater returns from their operations whan 
we are, 

Q. Of course, the return figure that you gave us a 
Short time ago of 1.82%, that is based on C.P.R. figures? 

A. 1.78%. 

Q. 1.78%? 
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Q. That is ‘based’ on C,. PIR, 4o- 
A. That is our actual return for the year 1948. 
Om. On C.P.R. figures? 
Od MPYGey eal: 
Q. Iwas going to suggest to you that on the oper- 
ating cost comparison, various countries in the world, 
there would be a number of factors involved that would 
affect costs; it would be quite a complicated matter to 
make a proper comparison? 

A. If you are going to take in the whole world, 
living conditions, wages--- 

Gy Wane ercne “terrain? 

Aw “And the movement of traffic, varies in every 
country. 

Q. It would depend on the geography, the wage 
levels--- 

Ae /YSs S*eertarnily-. 

Q. And almost an indeterminate number of factors? 

A. Certainly. * I ‘do not -think the same reasoning 
applies to the United States Pees leis Canada, but if you 
go to European countries, I do not really know anything 
about the conditions under which they operate. 

Q. You would not suggest, Mr. Walker, that the 
operating conditions in the United States for Americay 
railroads are similar to Canadian operations? 

Ww, Very sin bar s 

Q. You would? 

ae Yes 

Q. In spite of their larger number of railways and 
the circuity of route that they have and other problems 
that we do not have to such an extent? 

A. Well, they have more problems of railway compe- 
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Q. Yes, that is what I had in mind. 

A. They also have a much graver truck competition 
problem. 

Q. I think that is all, thank you, Mr. Walker. 

A. @ Tank you. 


THE CHAIRMAN: Any other questions? 


CROSS -EXAMINED BY MR FRAWLEY: 

Q. Mr. Walker, at the top of page 8 of the state- 
ment you say something upon which I wish you would just 
elangvrave arliccvle- bit. "You4say: 

"Tt (Canadian Pacific) does assert that, having 

regard to the contractual obligations stipulated for 

by the Dominion and assumed by it, the Company has a 

rignt’ to such treatment® $9)" 

THE CHAIRMAN: It does assert? 

MR FRAWLEY: It does assert, yes. 

MR CARSON: Where did you stop the quotation? 

MR FRAWLEY: I stopped at ". . . the Company has 
a right to such treatment - 

Q. I am going back really to the expression "con- 
tractual obligations stipulated for by the Dominion and 
assumed by it". You are referring to your Act of Incor- 
poration ? 

A. Yes. 

Q. Chapter 1 of 1881; and you regard that -- Mr. 
Carson says, including the contract -- and you do regard 
that as a contractual obligation by the Dominion, between 


the Dominion and yourselves? 


ie). Yes. 


(Page 13434 follows) 
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Q. And you feel that those contractual obligations 
Still obtein today many, many years after the passing of the 
statute? 

A. Yes. 

Q. That contract has some Stipulations whith are, 
one might say, a little hard on certain sections of Western 
Canada, are they not? I refer to the fact that the city of 
Medicine Hat, or Brooks, for instance, cannot essess you with 
business tax or cannot assess you in any way because your main 
line runs through those towns. That is a contractual condition 
which you say is as good today as it was in 1881? 

Be Abo. 

Q. And you have recently’ maintained that situation 
in certain proceedings in Western Canada? 

A, Well, where do you refer to? 

Q@. Well, there sre gome proceedings in the Province of 
Manitoba, I was thinking about,Mr, Walker, particularly, 

A. If you are referring to the city of Winnipeg, it 
depends not upon the charter; it depends upon the bargain 
made between the City of Winnipeg and the Company. 

THE CHAIRMAN: When? 

A. In 1881 or 1882, There was 9 special bargain 
made between the City of Winnipeg and the Canadian Pacific 
under which the Canadian Pacific moved the main line from its 
first location through Selkirk to run thrrough Winnipeg, and 
there was a special bargain made thot required the exemption 
from taxation in Winnipeg itself. Mr. Chairman, you will find 
the whole thing dealt with in 3 recent Judgszment of Chief 
Justice Williams of the King's Bench in Marmitoba. 

MR. FRAWLEY; Which is 9 short Judgment of 186 pages? 

A, Something like that, 
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Q. Iwas not thinking of that; I was thinking of the 
recent reference to the Supreme Court of Manitoba by the 
Government of the Province of Manitoba on the more general 
question, that is your main line exemption given you by the 
Statute of 1881, 

MR. CARSON: Mr, Frawley, thet question is not only 
sub judice in Manitoba but is also sub Judie in ae saskac- 
chewen reference that is now on the way to the Supreme 
Court of Cansda,. 

MR. FRAWLEY: You stop me if you think I am going too 
fer. Ab) Li was Sayin ls) « 

THE CHAIRMAN: Mr, Frawley has not gone too far yet. 
All he has said is that there is 3 case. . 

MR. EVANS: I was not stopping him, He seemed to have 
forgotten the Saskatchewan reference and I wented to have 
him factually correct, 

MR. FRAWLEY: If you think this is improper, Mr. Walker, 
and the matter is sub jJudice, do not answer the question but I 
do not think you will think that. In those proceedings you 
have maintained thet those tax exemptions of 1881 are che algae 
right and proper and should be adhered to now and from now on? 

A. Yes. 

Q. That is all. Now, would you also agree that another 
Statute passed in 1897 with respect to the rates on grain 
moving in Western C.nadse should be interpreted strictly in 
accordance with the terms of the statute as it then was 
passed? 

A. Insofar as the statute amounted to s contract with 
the Canadian Pacific Railway Company and in so far as it has 
been expanded by statute and Dy decisions of the’ Board. of 
Transport Commissioners, yes. The Conadian Pacific has never 


Suggested for a moment that the Crow's Nest Pass Act should 
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be repealed in relief of the Canadian Pacific; all it has 
Sugsested is that the result of that statute, as it has 
been expanded by subsequent legislation and as the applica- 
tion of the retes has been expanded by decisions of the 
Board of Transport Commissioners, throws an unfair burden 
on the rest of the commerce of the GCOUnLLY., Not. onthe 
ground that we should be relieved of a contract because it 
is a low contract. 

Q. In other words, you really think, Mr. Walker, cae 
you do not at any time agree that if the contract shoulda 

EUra nn. Oub.towbe unprofitable,that nevertheless, you 
Would carry it.out at the expense of your shareholders? 

A. Yes, I would agree with that, I am speaking of 
the contract ana the railway to which it applies - not of 
the railway to which it has been extended, 

Q. Now then, this may be somewhat academic, but would 
you then be satisfied to go back to the situation as it wes 
in 1917 or 1918, thereabouts, when it first lost its 
original character? 

A, Well, that is purely metaphysical. You cannot 
G0 back; all these things have happened. We are confronted | 
with 8 condition. 

Q. At that time you certainly received large gains 
when the originsl character was abandoned and it became 
statutory ? 

A. Well, I dare say it looked to the men who made the 
bargain like a large gain. To me it looks infinitesimal. 

Q. Now then, you would dissent from the view made in 
this Courtroom by the Alberta Wheat Pool that it is a 
contract and should be enforced and viewed now as a contract? 


A. It does not operate as a contract today, Mr. Frawley. 
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Q. Now, Mr, Walker, I wanted to ask you something 
before I pass on to what you say about the Canedian National, 
I want to just go for a moment into something you said to 
my friend Mr, Shepard about political pressure from the 
Provinces in the 21 FercentivCase, Mir, Walker, you expressed 
disagreement with what you called ex-parte applications to 
the Governor-General-in- Council by the Premiers of the 
Seven protesting provinces? 

AG « DOG 

Q. Now, you know it happens that the memoranda 
which were used by the Premiers have Since been published 
end have been made available to the public? 

MR. CARSON: We asked for @ copy finally, and we got 
it from you after a while, 

MR, FRAWLEY: As of now? 

mre@i.con!t know, but if you Say so I will take your 
word, 

Q fo Yow nave probably at one time looked them over, 

LI would take it. Now then, Mr, Walker, you know whet sll 
the provinces were talking sbout to the Governor-in-Council 
on some date of April 1948 and egein in July of 1948 - this 
demand or a request for a Royal Commission to investigate 
the freight rate structure? 

A. At that stage I do not know that it was. 

@. Well, you see, the documents are not here, and I 
have not my copies - 

MR. CARSON: They do cover 2 Bsreat: deal more than that, 
Mr QoPpawhey . 

MR. FRAWLEY: I simply put this to you, Mr. Walker. 

Mo you question my statement that the purpose of the inter- 


views between the Federal Cabinet and the Provinces in 1948 


| | reer ee 
naiidoane me wee oF hotaew TE « 


ictde cemisaes wit Fuse fe eee Woy, ) basins 
AF Sree fey grkittoace cine Frees a 3" mot ye seat” 


rf @a1 sh 


SAt qos't wureeoes Lnotéttog tuo ds pratt ody bane 
ont \ date Foor is odd ot edomt oe ‘t oF 


Z 4 wok Catt 
mais 4 igz> OE , Soke’ e aes _ 


do atte tsogtiage 1" eect zs botfeo voy docw rtw eae) ; 


SKIS 


; see 
r AG \%to pablesid odd yd LYomvod “nt tersneds2 snrevod oft 
; Kk TeSorivc “ft pabdassorg raven | 7 


i) | on 
" | | | yey "bee Se) 


z Syn 
it E Ai ’ . ae , be : 
a ~pneeremee bite tadd eeoadedt tf wood voy uot Py ie * : 
preromens Sti : I ; 
‘ ne : i. a | Rashes 
| jevettéga meed soma oven araineta sid yd beew STOW doi 7 
5 ‘ * i 
iM ; ; : 
? tsiiduc end of etdelisvs obem need eved wes ay 
Y os e - » «sy Ut « fj 
a =) de 2 8 4 vii 2! at Aae i> 0% Sona — svi MOS LD: me 
sittw eB toste Hoy. aaeA Ps: 


| ) | 7 ewok to gh VAVRIWAt FE 
i ° 7 : ey . 
; ave site? Iffw Tt ca Yea vey th ded .woat t'nob I A 
0 REN, « " 
| . 


a en > i ; eb oA 
antt ano os videdora eveducrY .9 |) > Oe 


‘ f 4 a. ; 
: & eae. i Hf | | | 
A _ 
F ‘cn rea — i” of : i 
£ f 3 sf wie A . it i Lf : Vv ' gi 8 of fe YW + “<M , fend W . if . of ee ores DaANow I 7 4 
ey. | | 7 On 


© , . a 
| Ctonved-~ul-ucnmdyod anit’ og Yuods dailies stew soontvorg od = 


—_ 
= 
¥ 
Lo 
7 
~ 
* 


~ = ‘ - Ooalre r a ~ - 7 
Pde - SHOL to viet me ntane brie OPeL [iaga Yo eteb once mo = 
4 i ; 
Jontdsovar o¢ aokeatumcd Layo ¢ 102 déeupot s tO hatemeb 


SVit: 


. | Sotudoutte eter digtert sit 
ts 


. s a * * & - ° 4 ay fF : 
7 .aaw ¢2 tect wom! gon ob IT epsts Fads JA .A . 
; 
i ~~ - = ‘ sh % : a « " a al ob _— r. Ad { ] 
L bts ,dven Sav ots aémamyocb orld ,598 VOY «i tLow o& | nw 4 


: | ™y i) oe 

i | - BStqoo Ya tor siti : 
1 insb team “s sév00 ob yaa sMOBAAD FM iar 

7% 

| a, Yolen 7 a 


o 


x 
pag 

‘ 
we | 
rz) 
a 


‘ : ah i, 
. f | ; , 
. xox Ie e oor pO” os oes aq bectaaen'e’ 1. : 7} ant FM : a - te 
sp 5 7 e Ee 
eaotitt odd Qo saoquyy eae. st dances ex a ao kt0a0p Noy 0 
P fe ne. n : fc. a 7 a : 


ni wsontves4 wid fie 2 onndad ie shot 
i] 


ny, Be ‘ pat ay 


~ 13438 - Mr. Welker Cr.,ex 


was to secure relief from the investigation which had been 
ordered by P.C. 1487 and the setting up of 9s Royal Commission? 

MR. CARSON: Just 9 moment. How can you ask 3s witness 
whet was your purpose? You are the one to say whet your 
purpose was, 

MR. FRAWLEY: The documents are there, 

MR. CARSON: He said he had not seen them, 

MR. FRAWLEY: That is why - 

MR. CARSON: What is the point in asking him what 
your purpose was? | 

, MR, FRAWLEY: I did not think that my question would 
exercise my Potend so much, 

MR. CARSON: It is not exercising me. 

Mis FRAWLEY: Lam sure it is not exercising Mr. Walker 
inthe slightest. ‘1 Eevee you and I asked you if you 
disagreed. 

THE CHAIRMAN: You are asking Mr. Welker does he know 
whet your purpose was. 

MR. FRAWLEY: My lord, with respect - 

THE CHAIRMAN: You lave not the material yourself? 

MR. FRAWLEY: I have not got it here, no. 

THE CHAIRMAN: Is it available? 

MRe PRAWLEY: Yes, it is) available, 

THE CHAIRMAN: What do you want to know? 

MR. FRAWLEY: Frankly, I went to question Mr. Welker's 
statement that there was political interference in 1948 
which I thought he had related to the 21 Percent Case, 

Now, thet is all. 

THE WITNESS: Well, I can only judge by results. I 

know that those interviews took place. I know that sub- 


sequently the same seven provinces argued their cases before 


a Fs "A it 


Hovd bed dott aoltcsttacwit oie oot ES 


nila 


yyy 


eter tumod Cc¥oh c to WwW saeddon oie bac 


| ! ive 
38 3 tite red" nat 


2 samt ” vp 
y “voy daft von od. oro eti-ete oY ‘ccauas Ey ea tea by ‘ 


et ener 


; —e tans ets ai ffiemiioob. sil YRiwana ‘ an Fs ee 


<, 


; ; 7 
' ited mace toa dan ed baa sR +HOBRAD 2M: Ms 
i 


“acoHdiw 4 Nee Hoy man wo Spans death ‘impeha 


f 


: as i : at, ‘ 7 2 
= Vin eal cadl iYS twat «AM 
} ion gee pe, PR AE aA 9b vn 
a ; * < ry ie i fi % ; Z % 2 3 a Le - Ps cy biG G 4 sh et Bs o- an a ] ' YOR TA 4 J 2 AM af, ; 
% “veaw SF ogiug | SHON <n re 
bivow oubteeup vn dsd? otntnd- ton bth 1. «YRIWAna iM : 


nee . i oe ae 2 ~— 
+ pie eee € a ps r cn’ - yn S6.L5 79S 


som gatelovere dor al-3l sWO2HAD . AM 


s < ‘ . . 5 = pt ; Seas ‘ 
a PT | oust Ree i, Fn ee, P «/ p’ os . a Cat Gt ae bee oy a 4, : ' i : Aa 
¢ oa : yi s 4 ha Lise Se ho ct no : es “ he ati) ul ubes. s - d ah WAR + bg ty) 
eS 
. wk 7 
Sete Wi, ita: Minka d 1“ Be GES Ve ee ok dian per . 
i pete. Poceats Y) Fiase ty ap See ae rp cy Th - 
wy LE Oy HSeNBAR 2 ONS Ee v i t ye 2 Wy ot +5} Pie ony os 
: P 
a i o 
fi ; 
t 
i | 
9 HOSTS ath 7 n ‘% 
i 7 j 
ue 5 a au > ' 
et em ps , & * . PP 7? ovat ae bass ae Pre » WAWTT Atte Lary? 
Worst wil Sse eitew ,wM nates eyo voy | rHAMHIAHKYD SH? * 
a : f } Me i] 
De te ae ca tk ree ber viv oa tar iw 
P SR se | i) 4 LG » “> W y 
il 
bal ty te y Jc Be Rees f° av ee ee eee A ¢ se LT ae > 
“ VOuoISEe?T liv LW is Z he ey ‘¥ STi riea we fT ' j 
an 
’ T «bic co. e wa" 7 . on as oh mn ea ae seal . ay hi + Bacy A ry ee ie 
Se es te th, am sh ca t #39 doit 3% 9S a « : PUAM ET A} w wT 
’ ‘ * * . a Pry ets oe cree 
; : 
. . a = ; we t / 2 YULIWAS fk 
‘ : J 
. ‘ 
ot un * > T at ame : oly 
y' iid le ; wi € & . AL AH 4 it 
P ne 8. ad ' op t » . ew . <F ti ; | 
q ' ¢ ti & : - he 
. LGel ravi os Ves «oi Vail WANG 4 teed _ 


ral ad oreay yoy of vectW +2 AMAIAHOD ST 

B'tedlew .amM actteovp ad Saew I Ging sh i XGIWAR am 
Ohl aL vorvnatystak Leoltifog asw otond gat trometede” 
,988D thonrst £8) ond ct bedatey bar wet adored i fi bets ‘a 
site at teid wo | « 

“h Who tee 3 piten “RRM seET 


; Wie lig ne 
-20cLed 2 joo brent prod dest won ot 


scot 


re 4 


POSS sonar seat 9 nea ods a 


’ 
ia a os ee | 
‘ol hakad ae 7 


~ 15439 -~ Mr. Walker Cr.ex 


the Privy Council when we were present and had an opportunity 
to reply. I know that following that there was e reference 
back to the Board of Transport Commissioners. There is no 
means of knowing whether, when you saw the Prime Minister 
end the Gece in camera, you confined your recommendation 
to a Royal Commission or whether you complained about the 
decisions of the Board in the 21 Percent Case. I was not 
there, 

MR. CARSON: Now, Mr. Frawley, that you have opened 
this up and you have referred to what you put in before the 
Cabinet, so that the record be clear will you be good 
enough to file the tateri aa you are“verlerringe' to? 

MR. RRAWLEY st TD’ wildt Piel iteif! the! Béapa directs me, 
We have to send to Edmonton to eet it's 

THE CHAIRMAN: If we are going" toVdiscues Ith you wit?) 
Have tonfile ity! vis there any Of it here? “Is there'any’ 
written material? 

MR. FRAWLEY: There were two memoranda left with the 
Cabinet and it was efterwards Supplied to’ our friends’ of the 
railwoys. 

THE CHAIRMAN: If you are going to question Mr, Walker, 
about it, you will have to produce it. 

MR. FRAWLEY: Now, I am finished questioning Mr. 
Welker about it. 

MR. CARSON: Now that I have asked VOR VO ter Le rio. 

MR. FRAWLEY: Mr, Walker, later in the year 1948 an 
appeal was lodged under Section 52 of the Reilway Act or 
@ petition was launched under Section 5e of the Railway Act 
compleining about the 21 Percent award? 

A. I cannot say whether it was later of before sit 
was pretty well contemp oraneous. 


Qeulehave not got Mueldate ‘of the petition - 
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MR. CARSON: Perhaps you would include it in the 
material, 

MR. FRAWLEY: I think it was at the end of July, 1948, 
sir. 2 am only going to put one more question to you, Mr, 
Walker, You do not suggest that when the Cabinet directed 
the Board to make an apportionment between the rail earnings 
and other income of fixed charges and dividends that it was 
doing that as a result of what you call political pressure 
of the provinces? 

A. I do not know to what extent it was due to political 
pressure. It followed a formal argument before the Privy 
Council but what took place before the argument I do not know. 

Q@. Well, let us be perfectly clear, Mr, Walker. I 
only want to know how far you go. We did file a petition. 
We did have a written document called "our submission" and 
we did argue in open session with the Governor-in- 

Council. That was sometime at the end of September 1948 
and then, as a result of that, P.C. 4€78 was passed which 
reterved the matter back to the Bosrd, Now, I am only 
putting it to you or esking you whether or not you think 
anymore than the submission which we made to the Cabinet 
that time when you were there warranted or resulted in or 
had anything to do with the psessing of 4678? 

A. That is purely metaphysical speculation. I cannot 
S2aY. 

Q. You think there might have been something more than 
the submission we made on those two days? 

A. Yes, I think there might have been a great deal 
more, 

Q. Now, I only want to discuss with you for a moment 


what you, say about the Canadian National. First of all, 
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let me put this general proposition to you. . There are 3 
good many sections of Canada which depend wholly on the 
Service of the Canadian National for railway transportation? 

A. I would not say "a good meny". 

Q. Well, certain sections of Northern Alberts, for 
instance, are in that situation? 

By Wel), “youcmiehe equally say there sre certsin 
sections of Northern Alberta that depend solely on the 
Canadian Pacific, 

Q. That is true, but there sre certain sections or 
Northern Alberta which depend on the Canadian National? 

A. What you have reference to? 

Q. The railway lines I have reference to? 

Ay “Yes, 

Q. The railway line running on the north side of the 
river from Edmonton to Cold Lake in the St. Paul Deville 
area, Saentein’ theret 

A. We have a line south of the river not very far, 

Q. Yes, as we know from the rate on salt and it is 
the line running west to Jasper which is an exclusive 
Canadian Nationel area? 

A. Yes. 

Q@. Now, with that little bit of background, I want 
to call your attention to what you say on page 4, that the 
employees of the Canadian National are serving e railway 
which, to put it briefly, does not pay its way. Now, you 
know, of course Mr. Walker, you read from time to time the 
annuel reports of the Canadian National I take A nective wot 
know that in 1946 they had an operating profit of something 
like $35 million which was turned into a deficit of some- 
thing like $9 million because the railway hed to pay fixed 


charges of $44 million. - roughly, I think, just in round 
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millions of dollars? 

Ae In what year did you say? 

Q. 1946 I think is the year in which they had a 
deficit of $9 million - an operating profit of $35 million 
and fixed charges of $44 million leaving 9a deficit of 
$9 million? 

A. Yes, directly due to the increase in the cost: of 
railway operations, 

Q. But I am calling your attention to the fact, Mr, 
Walker, that it did have an operating profit of $35 millions 
before that income was applied to its fixed charges, That 
Ze my Point, 

A. Well, I will have to check that, What page are 
you Looking “at? 

Q. What I am really doing, Mr. Walker, is, I am speaking 
from memory of 1946, 

MR. EVANS: Page 52 of the Canadian National submission 
Shows the result of operations for 2 number of years - 

Table No, 10, They include 1946, 
THE CHAIRMAN: We will adjourn now for lunch, 


The Commission adjourned at 1.00 Cu. 


to meet again at 2.45 p.m. 


(Page 13450 follows) 
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THE CHATRMAN: Very well, Mr. Frawley. 
CROSS-EXAMINATION OF MR, G.A, WALKER K.C. - resumed 
MR. FRAWLEY: Q. Before we adjourned, MY. 


T was calling to your attention the statement at the 
bottom of page 4 that. the Canadian 

National does not pay its way; and I called attention 
to what happened in 1946,and I was only ap be, GO 
Give you the figures very approximately from a slip 

of paper I have here, I think they had an operating 
profit for the payment of interest of something like 
$35,000,000. Isn't that right? 

A, That is the figure for 1943, Mr. Frawley. 

Ameo 4 3? 

A. I beg your pardon, YOULEREGOUL Ce ort ent aloe) 
say they had income available for the payment of fixed 
interest of $35,000,000 in 1946, 

O Nelhat? tanrbent, 

THE CHATRMAN: Q. Where does that st=tement appear? 

Ae ay At page 5e of the Canadian National brief. 

MR. FRAWLEY: Q. It also appears in the Canadian 
National Annual Report. I have not got the report for 
1945, but they have all been put together in the Canadian 
National submission. 

MR. O'DONNELL: I feel sure it must have been a slip 
this morning. There has not, as I understand it, been 
any operating deficit since the consolidation of the road 
in 1923. There have been deficits due to heavy fixed 
charges, but never an operating deficit on the Canadian 
National since that time. 

MR. Frawley; Q. We have it now that in 1946 there 
was a net income available for the payment of interest 
of some $35,000,000? 
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We Jin other words, that was the result of a year's 
operation. 

Ae Loo far as net Operating income is concerned, yes. 

Qe That is right. And then that was turned into what 
you have described as = and I am Just speaking from memory = 
a@n overall deficit of about $9,000,000 by reason of the 
payment of fixed charges amounting to about $44,000,000. 

A, That is correct, 

Pi Bees Unie Phen in, 1owT) « ander. ain reading 
from the 1948 Annual Report = the comparable figure of 
net operating income was $27,939,000? 

Aa Theat 1s icorrect.. 

Q.° And that was turned into an ena result or deficit 
of $15,885,000 by virtue of the fact that the railway was 
required to pay interest on funded debt in the amount of 
$23, 821,000? 

A. No, $43,824,000. 

eu utr ob vam right, I have it broken down; 
interest on funded debt in the hands of the public, 
$23,821,000; and interest on Government loans, $20,002,000; 
that would give us the figure which you have mentioned. 

Ae Theat ssriont, 

Q. Then you will find that in 1948 they had a net 

imcome at that time for payment of interest = what the 
Canadian Pacific call net operating income = of $11,297,000. 

A Chet 4s correct, 

Q. And that was turned into a deficit of $33,532,000 
by reason of the Ree Ce of payment of interest on 
funded debt a the hands of the public amounting to 
$23,202 ,000/- ne of interest on Government loans of 
$21,627,000? 

a (Phat 1s Comrect. 


Q. Don't you think that it is a little too much to say 
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that the Canadian National is not paying its way, in the 
light of these figures I have read to you? 

A. I have only adopted their paraphrase of their 
Own Submission, 

Q. I see. You take it out of their own mouth? 

A. They say that the morale of their officers is 
suffering because they show Operating deficits, or over- 
ali deficits, 1f you like. 

Q. You can see of course that there is 4 very 
Serious distinction between an operating deficit and this 
end result deficit, after taking care of these fantastie 
fixed charges? 

A. Oh I do not agree that they are fantastic. 

Q@. You would reject the word "fantastic" then? 

MR. EVANS: Apex. 

MR. FRAWLEY: It is certainly the apex of fixed 
charges. 

MR. FRAWLEY: Q. Would you not Sey tha tion. fyi mile 
for mile basis, they are pretty steep, that on a 
mileage basis these fixed charges are pretty steep? 

A. I have not made any calculation. 

Q . You say you have not made any calculation. Then 
are much, much worse than yours in the Canadian Pacific: 

Aa Mile for .mtis? 

Q@. On a mileage basis, yes? 

A. That may be so. I have never analyzed the 
figures. 


Q. Well now, dealing with something which is just 


very closely related to that, it would seem that this 
business of putting on to the Canadian National the 
purchase of bankrupt roads, that is not good enough, is 


it? 
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we Wedd, that is a4 matter of Government policy, 


Q. You do not ming criticizing Government policy, do 


ie + Oh Vos. ao. 

Q@. Don't you think YOu Were, pretty close: ito doing so 
this morning when you were talking about political pressure? 

fe, Ney. 

Q@. I do not mind your criticizing Government port cy.. 

A. I may not assent to your criticisms but you can 
make them. 

Qi TRL Merton, Noget wait have it out in the open air 
anyway. There was a railway taken over by the Canadian 
Netional the other day called the Temiscouata Railway? 

fo, Wie art 

Q. Your Board of Directors would never have passed a 
resolution for the taking over of that railway, would they? 

A. Not as a business proposition, no. But you won't 
be able to find the Operating results of that with a 
microscopes in the Canadian National returns. 

Q. Youthink it it would take a microscope to find it? 

Het) Vers), 

Q. It would depend on how many railways like the 
Temiscouta were coming in. It would soon become quite 
visible if you had many like them? 

A. Yes. 

Qe "The t's r1ent (0 And according to what I was told 
the other day, the Temiscouata R@ilway had not paid dividends 
in its 50 years of operation. 

A, There are a lot of other railways in the same 
condition. 

QQ) BusvtLp you had an Opportunity to take it or not to 
take it, you would not have much difficulty in making up 


your mind? 
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ieee No, 

Q@. A man from Northern Quebec told us here the 
Other day that he wanted an extension in the Me tagami 
Country. 

A. We meet requests like that every little while; 

Q. You may meet them, but you send them away. 

A We may or we may not. 

Q. How long has it been since you bought another 
railroad like the Temiscouata? 

A. We have not bought anything at all. 

Q. The man from Northern Quebec said that if it haa 
been the Canadian Pacific Railway which had been contiguous 
to his hopes and aspirations, he would not have thought of 
asking the Canadian AndeVou Cilla Wen Ae: buy it, but he thought it 
wasallright to ask the Canadian Netional to Beye hl the 
Canadian National was a public enterprise. Now I jah athe 
to you as a experienced railroad executive: Do you think 
it is good enough for the building up of the morale of the 
Canadian Netional, or is it g00d enough for the building up 
of our country that the feeling should go abroad that the 
Canadian Netional is just a catch sin for bankrupt roads? 

A. I think it is quite wrong. 

Q. But that idea is pretty well prevalent, is it not? 

A. I do not know. 

Q. Oh yes you do. Don't you think that if the Canadian 
Government wanted to relieve the shareholders or the 
communi ty or whatever it was of the incubus of the Tomisaouata 
Deen ie 3: have put it into the hands of the Department 
of Transport, or taken it over qua Government, not as qua 
Canadian Netional Reilways? 

HW. +f think that would have been quite sound railway 
DOLTGY’. 


Q. But at the moment the Canadian Netional has got to 
take it in and add to its Operations tts Operating deficit? 
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f.o i dO snot know. 

ae But it seems to me that the Temiscouata simply 
comes in and adds to these already unprofitable lines of 
the Canadian National Railways? 

A. There are many things I would quarrel with in 
Dominion Government policy. I have a large quarrel with 
their spending $300,000,000 on a transcontinental hirhwoy 
to compete with their own railway, and which will make 
transcontinental trucking possible. Moreover, nobody 
suggests for one minute that the truckers will pay even 
an infinitesimal! fraction of 1% of the cost of that 
highway. 

Q. Before we get to the highway, I have got another 
one of these railways like the Temiscouata to ask you 
about. You know that the Canadian National has already 
taken over the Newfoundland railway? 

Aw Less 

Q@. And it is accepted on all sides that the Canadian 
Netional Railways will add, thereby, millions to its 
Operating deficit, to the operating deficit of the 
Canadian Netional Railways. 

A. I do not know whether that is true or not. 

Q@. But if there is a deficit there - and I heard 
somebody say it would be $6,000,000 for 1949 - 

A. An operating deficit? 

Yes. 

7) aS, 000.000? 

Oh, you think that 10 te not enough? 

I would be astonished if it was that much. 


They may do that down there, I do not know. 


Poe? 2) DP © 


I dare say you could get all these figures from 


the Canadian National officers. 
(Page 13458 follows) 
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Q. Even if it were only $1 million for the sake 
of my illustration, do you think that is good business | 
for the morale of the Canadian National as a corporation, 
or of its employees as individuals, or for the good of 
those parts of Canada iwhich depend upon the Canadian 
National exclusively, that the railway should be 
burdened with the deficit of the Newfoundland Railway? 

A. I would not relish it if I were a Canadian 
National officer. On the other hand, you know the 
Canadian Pacific has not always been governed by 
geniuses. We have made some bad investments. 

Q. You have been doing better lately? 

A. Within a small amount we have just as much 
unprofitable mileage as the Canadian National have with 
all these dead horses, except those that are being added 
at the present time. 

Q. You made some good investments too, did you 
not, just before the turn of the century? 

Beat AStews 

Q. It is a fact that what you are getting out 
of Consolidated just now is getting right up in the same 
neighbourhood as your net operating income? 

A. I think in the last few years it is about equal 
to it. It is the only thing that has enabled us to pay 
any returns to our shareholders at all, because railway 
revenues have not contributed anything. 

Q. It is heresy, of course, for people to ask 
that that should be taken into the pot before financial 
need is determined? 

A. Not heresy but nonsense. 

Q@. Nonsensical heresy. The money came of course 
from the ordinary operating revenues of the company to 


make that investment in the first place? 
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hee Ol no, we Gia no ve 

Q. Where did it come from? 

A. In the first instance perhaps some of it may 
have come from there, but it has largely come from the 
PSN eT Nae abot Smelters itself. 

Q. Yes, but I am talking about -- 

THE CHAIRMAN; Q. The operations of what? 

A. Of Consolidated Smelters itself. 

MR. FRAWLEY: Q. I am talking about the 
original investment of $8 million. That must have come 
out of transportation earnings? 

A. The original investment was not $8 million; it 
was something like $220,000, fifty odd years ago. 

Que About 18977 

Aves Yes. 

Q. You tell me it was only $200,000? 

Av OOOrieinaliy. 

Q. The investment that originally was $200,000 
last year returned over $20 million? 

A. It has grown immensely since then. 

Q. Of course it has. 

A. You talk about the original investment of 
$8 million; the $8 million is the par value of the stock 
that we own. 

Q.7 That’ is: true, but you say the original invest- 
ment was in the hundreds of thousands, only $200,000? 


A. Yes. 


Q. And the money that was used to make that invest- 
ment of course came out of transportation earnings? 
OA; No, not necessarily; it came out of the 
company's treasury, not necessarily transportation 


earnings, from any source that we had cash available. 
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Q. I did not hear your last words. 

A. I say it came out of whatever cash we had 
available. 

Q. But in 1897 what other revenues were there of 
a substantial character other than transportation 
revenues? I say 1897; correct me as to whenever the 
date was. I think it was about that time. 

A. I do not recall the date myself, Mr. Frawley, 
but we had revenues from communications, some hotel 
revenues, other investment revenue. I cannot go back 
to. 1897" 

Q. But the hotel revenue was very small in 1897? 

A. Yes. If it suits your purpose I will concede 
that the whole $220,000 was earned by the railways, if 
you like; it makes no difference to my position. 

Q. 7) YOuvare* very obliging) "Mr. Walkert” (tnvany 
event, notwithstanding the fact that you found the money 
to make the investment from your transportation earnings, 
nevertheless you say it is quite right and proper that 
Should be retained separate and apart from the trans- 
portation earnings, and that it does not matter how 
wealthy the company may be as a result of this invest- 
ment or its communication profits or hotel]: profits; 
nevertheless it is entitled to go to the regulatory body 
and prove financial need arising solely out of the trans- 
portation portion of its business? 


A.” Precisely. I think Iltewould "be just as*'unreason- 


able to take the contrary view and to say that a union 
worker should not receive the same rate of pay as his 
fellows because he was thrifty enough to buy a cow and 
make a little money selling the milk to his neighbours. 
Q. Mr. Walker, at page 12 you seem to point out 


what you fear may happen in the future under the present 
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State of affairs. I do not want to read the whole 
Sentence. You say: 

"The danger of injury to the Canadian Pacific (and 

it cannot be too strongly emphasized) lies in the 

Suggestion that the Canadian National results might 

be-used as a yardstick on the yfooting: that, its 

requirements should be limited to earning its 

fixed charges (after these have been substantially 

reduced) and a small surplus, without any assurance 

or direction that the system should and must be 
allowed to earn a fair return on the investment 

in railway facilities," 

I take it you would say that if some new mechanism was ~ 
devised whereby the Canadian National would be allowed 
to earn a fair return on the investment in railway 
facilities that the danger of injury to your company 
would be largely removed? 

A. Yes, if it was a satisfactory return. 

Q. I take it then you would have no objection to 
scaling down the fixed charges to something reasonably 
comparable to your own railway on a mileage basis? 

A. No, Mr. Frawley, if the investment in railway 
facilities of the Canadian National is properly represented 
either by share capital or funded debt, then I say we 
have no concern with the proportion of the funded debt 
and the proportion of share capital provided that the 
Canadian National is under obligation, as any other 
private railway company must be, to earn a fair return on 
the capital investment. 

Q. Mr. Walker, you have agreed with me that it 
would be right and proper that the Temiscouata Railway 
Should be put into a department of government, or at 


least should be looked upon by the government as government 


lige ts 


Boe} ofhtowt os ce: lerse- ons, os yuu 


i, TCs ve east 
hat ee kl {irae tegen, vigrorts., oe #4 beans 
® a fi 


7 4 


> 


bd 
Stigler at Gees fancy: tal necttinisad aig Batt nats ea B eo 
ha 5 lle aes . 6 pes. ae ae 


i. tai. waltoor. sid 4 0 3D: toebrey 88 beew * iin 


ROE gyrin39 od bedtioath ed pLuote eanemor taper 
a ‘ i ("aon ' 


et tietanstedues nced eved aac WssTAH. 2 ol at, bextt as ‘. 
‘ ovat & - ow . ¢\ Y : ; 


“4 7 
re ‘ be y | 
. SOmawades: Ys, 3H iene Dfswe & Das .f69 sanber. ne 


5 } i Le. 
: : « , ple 7 Lil ; > : 
ri 1f tpum Boe Bhyonk MOIS Uo 987 cane oa ty oot ib. te iy 


Lf 
f 
== : ; 
Pwwil 24 a " aT, ita’ ~ eo oe > . Ca ~. : ; 
Ry trecttaevar oat no oreutare. tisi 5 9f89 Og hewolls {Pr Vw ‘ 
’ 1 
- r 
ait 
x at ie af (dame Ckiae pide ns) 
“~ f «et 2 i / €£tos ye W Let ike = ; ’ 
- ‘ ’ ; +, 
“| ; . . 
29 abiceaf «a: «4 . fir 7h a ee asaka + 
new oetinetivem weit amos. Th Jedd wea; DLVOW OOY wl s wsy Ky 
; ; 7 _ ’ 
x Ta l a J 
5S A ¢ ote +» re aoe Th fh wel enge Pe Khan bre Fj : 
‘Vy bowotls ad blyow. (oaoliak neihenso ond. yostaaw 2 asived 
\ i : 
1 , | ; 
1 : a ee Kal ~ we 2 ‘ . 
f te > wt Ps te > ie nets otha ayer ” ct-y: ec) ‘rt coy} me wre Ss rr 8 og Ss 
t -~ * 
b | a 
i Tots tal: Ottis at orcubreh. Yo teandei « dt geaqy.as FIEL fost. 
ls LSS eee A we Line bf Y » i (eee > 497 . ; 
Royer Vines yf aeneen -f = 1? | & Fra 
‘ he) Ae -— - ie 
{ 
: nm bo rbavk « ‘ “ye $ \.f “ . 
‘ ‘ é res eM) o4°Y Lab, <j ay: | =) ea PIRES: > af .) 4 uJ as « a ay - : 
“ 
j se » % fia i 2 ¥ | : Q i . 
Oy imi Om. off road: bLleow wo pH 8B 4 # é q 
7] i ‘¢ _ 
| 
rm aR . aA his 1 
A % : A CG 7 Smoke o7) eoxut , 27¢ a F fig {The b BLAS 33. t 
} ae 
: \ “ues weather awo vitor of eldsatscameo | ne 
- ” iO SALLT - 4a % SWA LO", shay? hie ~ J a ee ‘ ~ ; 7 
= “ 
' e 
: - omit ~ | K 
geht + : rye r SAS Vry I ri-t a “oS a he > 1 . uf , OF me 


‘ e* q : a ~ 5 be rs 

etresemcer vincoorg ef L[ec0lést aalbsasd ect Lo esigtifos® 
; e | 
: - ) ‘ 7 “ 
ry ew yaa I cede .ideb Setagh tol Isftqes sree yd sents r 
7 : 
a risk bebast edd to nobdnogetq ety diiw. oasenoo or eved iv 
’ . 
vA - . . - —— | } «off ca o> ow te ts ate Sag : a7 
bs av rebivora fetigqan eee ra noig tegqorg = ‘ 


ruido: Gite sa (eettea bidet wats f at Lesatgam « ates ir 
} 

so imuctes tiet o onem of Sd tana Wiis sqmos: yewknan aewebin: is KD 

dy : 7 

U 


aay 
- .droaongwmt f Laatess oF 


GvLELA “hvadowas ott ee ee roan 


ieee) 


=f. <m .OT reaver a teh 


_ 
y 5 


tre 


NP 


- 13462 - Mr. Walker, cr-ex 


rather than the Canadian National. You agreed with 
that proposition a few moments ago? 

A. AS LI say,,I think if I were. a Canadian National 
officer I would not relish being saddled with another 
bankrupt railway. 

Q.  t-would like to geu Lt a Tittle hicher than 
a Canadian National officer. Speaking as a eitizen 
of Canada and a large taxpayer as you often refer to 
yourself, do you not think that would be about the right 
and proper thing to do? Surely the next step would be 
to find out how many other Temiscouatas there were in 
the system and do likewise with them. That would also 
be right? 

A. You would have to eliminate a lot of our 
unprofitable operations if you are going to find any 
proper, basis Of comparison. 

Wn We will get, co you in ea little while, pubes 
the moment, speaking of the Canadian National, would 
that not consistently be the right and fair policy? 

A. I think you would have to look at the situation 


of each individual railroad. 


Q. And large sections of the railroad; in other 
words, expressed in one word -- 

A. You see a railroad that does not pay any return 
today may pay a handsome return tomorrow. For a great 
many years the Northern Alberta Railways were a burden 
on both railways because we owned it jointly. During 
the war it made handsome profits, and now it is back in 
the doldrums again. 

Q-44 Back, to, normal... Mr. Walker, \youusaid that a 
railway that is showing a deficit today may show a nice 


profit tomorrow, but you would not have any hesitation 
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in brushing aside that temptation if somebody offered 
you the Temiscouata Railway? 

&. NOs 

. There is no doubt about that. Assuming there 
are other sections of the Canadian National which they 
have inherited which are like the Temiscouata which they 
recently inherited,,.doyou,not. think, 1t.would be right 
and proper for someone to examine those sections of the 
railway with a view to Ree the burden of those lines 
off the back of the rest of the system? 

A. No, I would not go that far, Mr. Frawley, 
because if you did that you would have to look at their 
own unprofitable mileage that they built and paid for 
just as we did. We get to a point where the state would 
be carrying all the unprofitable lines and the railways 
would be enjoying the profitable ones. 

Q. But you agree with me, Mr. Walker, that if the 
Canadian National Railways, as it was created some years 
ago, had been allowed to exercise any judgment, they 
would not have taken over as a part of their operating 
lines a lot of these railways? 

A. That may be. 

QO, Wes- Then it was the state that placed these 
unprofitable lines upon the Canadian National willy- 
nl ivwe 

A. You might go back to the beginning and say 

the Grand Trunk Pacific and the Canadian Northern were 
bankrupt, and therefore the Canadian National should 
have no responsibility for them. 

Q. Perhaps in some degree that is still so today. 
You have to be consistent about it and fair, and I am 
expecting to get your views as a prominent citizen of 


this country and a large taxpayer. 
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A. I am here speaking for the Canadian Pacific, 
not as 4a critic of Government policy. 

Q. But you will not run away from Cruvicr Zing 
Government policy if you think Government policy should 
be eriticlized. “That is right? 

at NOS TL would'not’ Like to say, that} 

Q. Well, you criticized it a moment ago. I do not 
like to be talking about the same thing all the time. 

You really criticized it with regard to the imencouata: 
That is something your Board would not have done? 

Ay) I did not eriticerze Atal pay we ‘would not have 
DOURIE To. 

Q. That is good enough. We will accept that. You 
do think these fixed charges can very well stand some 
further scaling down, do you not? 

A. Mr. Frawley, as matters stand, seeing that the 
Canadian National as a Government-owned railway cannot 
become bankrupt and we as a private enterprise can, I 
do not see that it makes the slightest difference whether 
the fixed charges are reduced or not, because if you take 
if out of the funded debt and put it into capital it 
still should earn a fair return. 

Q. I thought you did not like everything that was 
going on from day to day in the Canadian National now? 


A. Where did you get that impression? 


Q. I got it from the general tenor of your statement. 
Are you quite satisfied that there should be nothing done 
ao all with the Canadian National, just leave it. exactly 
SS Do U1 Ss? 

A. With regard to fixed charges? 

Q. Fixed charges, and the fact it does not have to 
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A. Of course I am not satisfied. 

Q. That is it. I want to get at this position 
of the Canadian National operation you are not satisfied 
with. One is you think it is rather unfair they are 
competing against you and they do not have to show a 
profit, they have not the obligation to make a return 
to shareholders? 

A. Primarily my argument is that if there were 
a satisfactory rate level in effect they would be 
earning a profit, notwithstanding their present fixed 
charges, and the figures amply justify it. Will you 
permit me to lay a foundation for what I say? 

Qe) ‘indeed. 

A. In 1941 with gross revenues of $304 million 
they paid their fixed charges and had a surplus of 
$4 million. In 1942 with gross revenues of $375 million 
they earned a surplus of $25 million. In 1943 with 
gross revenues of $440 million they earned a net 
surplus of $35 million. In 1944 with $441 million of 
gross revenue they earned a cash surplus of $23 million. 
In 1945 with gross revenues of $443 million they earned 
a cash surplus of $24 million. In 1946 with $400 million 
gross revenue they had a net deficit of $8,900,000. 
In 1947 with $438 million gross revenue they had a net 
deficit origi, c00; 000% 

Q. They had an operating profit of $27,900,000 
too? 
I am talking about their net. 


After fixed charges? 


eee eee 


« Net cash surplus or.deficit. 
Q. After fixed charges? 
fe Yes. (They hadwaanet derieit) in 2947 iof 


$15,800,000. In 1948 with $491 million of gross revenue 
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they had a net deficit of $33 million. 


Q. In the same year they had net operating 
income of $11,200,000? 


(Page 13470 follows) 
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A. Yes. Now, those figures to my mind demonstrate 
conclusively these things, that with substantial operat- 
ing revenues in 1943, 1944 and 1945, they earned substan- 
tial surpluses, and it was only in 1946 that the full 
impact of wage increases and material costs was felt, 
and no advance adequate to meet those increases was made, 
and the same result is accentuated in 1948. The fact is 
that between 1939 and 1945 there were progressive in- 
creases in wages and a substantial increase in material 
costs which took the form of various cost-of-living 
bonuses, but, while they were substantial, they were not 
heavy enough to offset the tremendous increase in gross 
revenue from warvitrafiic.....hey,azeresated, tov the, end. of 
1945 about $26 million a year: that is to say, the in- 
crease in the cost of operation to the end of 1945 was 
approximately $26 million over the cost of operation 
on the same basis of traffic. But in 1946 the railway 
had to saddle wage increases which cost the Canadian 
Pacific $17,000, and I do not know what the figure was 
for the Canadian National, but it was substantially 
greater, and in 1947 or 1948 we had to absorb a wage in- 
crease which cost the Canadian Pacific $26 million, and 
the Canadian National a much greater figure; and on top of 
that we had increases in the costs of materials represent- 
ing an increase of $45 million, or 74.5% over the 1939 
basis. 

Now; che Simple .fact<is .thateif frelghv rates 
had kept anything like pace with the increase in the 
costs of operation, the Canadian National would still be 
earning surpluses over and above its fixed charges, and 
these surpluses that I have mentioned as having been earned 
in 1941 to 1945 inclusive are a very modest return indeed 


m the capital invested in the Canadian National Railways 
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other than funded debt. In other words, while they have 

paid what seems like a high fixed charge, these surpluses 
that they have earned over and above fixed charges are to 
my mind a very inadequate return on the capital invested 

in the Canadian National Railways that is not represented 
by funded debt. 

Q. You said a moment ago, Mr. Walker, that in 1947 
or 1948 you had to absorb an increase, a wage increase, 
which cost the Canadian Pacific how many millions? 

A. Well, I may be wrong as to dates; I will give it 
to you accurately, Mr. Frawley. Up to the end of 1945 
our aggregate cost for increases in wages over the level 
of 1939, and on the same comparative volume of traffic, 
Was $26,139,000. Now, in 1946°-2"I°am'\wrong; TP sata 
1945, I think -- in 1946 we had to absorb a wage increase 
amounting to $16,300,000, and in 1948 we had to absorb 
another wage increase which cost us $27 million. 

Q. Now, “hen you say you had to absorb that wage 
increase which cost you $27 million, that is the one that 
was settled in the atmosphere of a threatened strike? 

Dawe hess 

Q. “And it“was settled after the’ Government’ of Canada 
Tncerveneda? 

A. Lt waa. 

Q. ‘And when you say you had to absorb the wage in- 
crease that cost you $27 million, did you have to absorb 
that because the Government intervened? 

RA Well" think saap ve an unt alr dues oLon, “Mr; 
Frawley. 

Oo. “Weil Tlvan told chat ay coulda have been much 
seges) tnav Ls” Adel: 
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Q. Ten cents instead of seventeen. 
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A. Well, we wish it might have been. 
Q. But, anyway, you Say you had to absorb that? 
A. .goWeehaduto. payne ite 
Q@. You see, to be perfectly frank--- 
THE CHAIRMAN: Mr. Frawley, would you please 
explain what you are saying there. You say 


you were told what? 

MR FRAWLEY: I beg your pardon, sir? 

THE CHAIRMAN: Would you please explain what you 
have just said? 

MR FRAWLEY; I will be very glad to, sir. 

THE CHAIRMAN: About something you were told. 

MR FRAWLEY: About it being ten cents instead of 
Seventeen? That it might have been settled at ten rather 
than at seventeen, 

THE WITNESS: Does anybody seriously imagine, 
Mr. Frawley, that we voluntarily paid seventeen cents? 

MR FRAWLEY: @Q. No. 

A. $17 million more than we were compelled to pay? 

Q. Then when you say you had to absorb it, Mr. 
Walker, you say you had to absorb it because the--- 

A. We had to pay it or the nation would have been 
visited with a national disaster in the shape of a railway 
strike} 

Q. Now, Mr. Walker, when you are talking about the 
Canadian National and what you call the modest return they 
have made on their investment, do you say seriously that 
if the freight rates were increased the Canadian National's 
house could be put in order? 

A. Iehaven't any hesitation in saying so, 

Q@. Then do you mean that the whole rehabilitation of 
the Canadian National can be worked out by higher freight 


rates? 
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A. Oh, as I said before, Mr. Frawley, I do not think 
it makes any difference really, since the Canadian National 
cannot go bankrupt, whether the money is applied to the 
payment of fixed charges, funded debt or stock. The diffi- 
culty with regard to a private etenterprise is that if 
their fixed charges were on a comparable basis, in times 
of depression they would go bankrupt, but the Canadian 
National cannot go bankrupt unless the Government goes 
bankrupt, which is not a likely probability. 

Q. All that I was concerned about was to what extent 
you were looking to freight rates to pull the Canadian 
National out of this what I call rather serious situation 
when it has to pay $44 million of fixed charges every year. 
You did not mean to say that you thought that the freight 
rates should be so high that they could earn enough to pay 
$44 million in fixed charges? 

A. As. I say, I think they ought to earn a fair and 
proper return on the investment, and if they do that it 
does not matter so far as the Canadian Pacific are con- 
cerned whether they apply that to the payment of fixed 
charges on funded debt or whether they apply it as a re- 
turn on the investment or capital stock or what have you. 

Q. Mr. Walker; is that the same as saying, then, that 
you think that their fixed charges could be left at $44 
million, because 4641s owed,,.2lmost*hal'f of 1)! ‘to l\the 
Government of Canada -- that those fixed charges could be 
left there, and that the railway freight rates should go 
up sufficiently to enable them to earn enough money to pay 


$44 million in fixed charges? 


RawWwives . 

Q. And that might require--- 

A. I think the result proves it in 1941 to 1945, 
a4 And, as you said this morning, 
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if freight rates had to go up forty, fifty per’ cent--- 

Oe OT ne. 

THE CHAIRMAN: Q. Pardon me. In the years that 
you mentioned, it was volume of traffic, was it? 

PON ee he Ye 

@. The rates were the same? 

A. The volume of traffic, and the volume of traffic 
Short, or, rather, without the impact of these subsequent 
increases in the costs of operation, 

THE CHAIRMAN: Oh, yes. 

MR FRAWLEY: Q. But you have the same fixed 
charges now as you had during the war, but you had the 
war traffic to enable them to pay these large fixed 
charges; that of course is obvious? 

A. The fixed charges have been coming down quite 
Substantially; they have come down from $56 million to 
$44 million. 

@. When were they $56 million, Mr. Walker? 1 have 
nov cote that. 

MR EVANS: 1932 and 1933. 

THE WITNESS: 1932 and 1933. 

MR FRAWDEY 9) oO) TP you have all the figures, 
what were they at the beginning of the war, in Say 1939? 

AS #650 -mED Yon. 

Q. And so during the war-- 

A. 1948 they are $6 million less. 

Q. They are $6 million less; and they have not got 
theiwar traffic) of course, now that they had then? 

A. Well, we have got a very high volume of traffic, 
Mra Frawley. “It's diminishing from day to day, but we 
have got a volume of traffic today which on any reasonable 
freight rate level would enable us to be prosperous and 


enable tthe Canadian National to remain in the black, That 
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is my view. 

Q. That is just what I want. You do say, then, 
that the level of freight rates should be such that the 
Canadian National should remain in the black, and having 
in mind that the present state of affairs is, they have 
$44 million of fixed charges? 

As BBeglpandon? 

Q. That they have $44 million of fixed charges? 

AMI PLes:, 

Q. And you think that the freight rate level should 
be such that they should be allowed to earn that over and 
above their net operating income? 

Aah aves. 

a.» Thank you, Mr. Walker. 

COMMISSIONER ANGUS: Q@. Mr. Walker, while we are 
zee that point, may I ask for a little clarification of 
the paragraph beginning at the bottom of page 12 of your 
statement? Ae Yess sein. 

Q. "We strongly urge that the first and essential 

step to be taken is to establish a just and reasonable 

rate level . .." 
Do you mean by "establish" that this Commission should 
compute what such a level would be, or do you mean that 
such.a.level should actually be put into effect? 

A. I do not suppose,.sir, that .your Commission has 
any power to establish a rate level, but I suggest that in 
your recommendations your first recommendation should be 
that a satisfactory rate level should be established before 
the question of the recapitalization of the Canadian 
National is considered. 

Q. And therefore that we should not ourselves aaa 
sider the revision ofr the capital’ structure of the 


Canadian National at all? 
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fA. Well, on a contingent basis youcmLeny, bud, ap 
say, the Canadian National is not a railway whose solvency 
can be jeopardized by the amount of its fixed charges, and 
it is no concern of ours if the fixed charges are reduced, 
provided it is accompanied by a declaration that, no 
matter what the amount of the fixed charges,the Canadian 
National should be entitled, Lf at ids “to ‘be used as a 
yardstick for the measurement of freight rates, to earn a 
fair return on the proper investment in railway facilities. 

Q. The point then is, do you think that this Commis- 
‘Sion should go further in suggesting what the standard for 
a fair return should be? We have been asked to suggest 
amendments to the Railway Act for the guidance of the 
Board of Transportation Commissioners in dealing with 
general freight rate cases, and conceivably we might sug- 
gest for the guidance of the Board that the principle 
Should be laid down by Parliament that a-fair rate of re- 
turn, which they would proceed to define, should be--- 

A. I would think that would be a very desirable and 
proper recommendation for this Commission to make. 

Q. Because the words "just and reasonable", when they 
have to be interpreted both by the people who have to pay 
the rates and the people who have to receive them, are apt 
to be--- 

A. It leaves good room for disagreement, I quite agree. 

Q. And will the submission of the Canadian Pacific 
Railway make clear what they consider a fair standqrd of 
net earnings would be? 
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MR EVANS: Go ahead, Mr. Walker. 
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saying that it will. We will have some detailed evidence 


to put before’ you on that subject. 
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COMMISSIONER ANGUS: In relation to both railways 
or using the Canadian Pacific alone as a yardstick? 

A. Well, assuming sir, that the proper investment 
is found in both cases, I see no reason why the same rate 
Should not apply to both. Otherwise the taxpayer in the 
case of the Canadian National bears some part of the 
cost of transportation which I think ig uneconomic and 
unsound, 

Q. As I understand what you have been Saying to Mr. 
Frawley, it really amounts to this, that a figure would 
have to be computed for the investment of the Canadian 
National that is reasonably comparable to the investment 
of the Canadian Pacific, I mean excluding the same things 
and including these same things? 

Ae wieny COANE LS, 

Q. And then to proceed from there having a common 
standard. 

A. I think the accepted practice in the United States 
now is to take the book value of the property, but I would 
not say that that necessarily must be adopted. Any fair 
basis of comparison could be drawn. We won't quarrel with 
1 ti 

Q. I wondered if it would be of any assistance in 
drawing a fair basis. 

MA COVERT I wah just going to say, Dr. Angus, that 
my understanding of the Canadian Pacific's submission 
is that the rate of return should be fixed by the Board 
of Transport Commissioners. 

COMMISSIONER ANGUS: I understand that, but I was 
considering for the moment the rate basis. 

MR. COVERT: On the rate basis again my understanding 
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Should be the book value less depreciation, 

MR. EVANS: That was the statement we made to the 
Board. 

COMMISSIONER ANGUS: TI understand that is the way in 
which the Canadian Pacific Reilway's rate basis is 
calculated. Is it suggested that the Same type of calcu- 
lation should be used for the Canadian National including 
the investment in the Newfoundland Railway, for instance , 
and that sort of thing? 

MR. EVANS: No sir, we make no Submission sbout what 
the rate basis on the Canadian National should be. What 
we do say - I think it perhaps would be presumptuous with 
our limited knowledge, to make any suggestion of that kind 
but what we do say is that it Should be allowed to earn 
8 reasonable return on a reasonable basis of investment 
level, Now, theremay be differences in view of the 
Special situation of the Newfoundland Railway. We have 
no suggestion to make as to that, but our prime concern 
would be that insofar as they are to be used as a yard- 
stick, some reasonable basis of investment and some 
reasonable return would have to be found. If they are 
going to use us, then we have offered evidence as to what 
our return should be and what our basis should be. 

COMMISSIONER ANGUS: I think I understind your difficul- 
ties very clearly but I hope you understand ours equally 
clearly. It is extremely difficult for us to make a 
recommendation which obviously must include 3 method, 
if we are to follow this out, a method of calculating a 
Suitable and comparable rate basis for the Canadian National 
Railway. It is very difficult for us to do that without 
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MR. EVANS: I quite realize VOUrsdstricusty and L would 
like to be of assistance, but I do not think it lies within 
our power even to say what that should be. I am sure my 
friends of the Canadian National might offer something but 
we can offer to this Commission as we did to the Board 
any assistance with relation to our own Property and we say 
we ought to have that for the Canadian Pacific, but if you 
are going to disregard the Canadian Pacific as a yard stick, 
then you ought to protect us by having our competitor in 
@ position to earn a fair return, Now, beyond that we cannot 
go. 

COMMISSIONER ANGUS: No, but the figure for the Canadian 
Pacific, if we accept it, is an absolute figure and the 
difficulty (is ve ‘set two comparable figures, two figures 
constructed in the same way, one for the Canadian Pacific 
Railway and the other for the Canadian National. 

MR. EVANS: If you are apeaking of rate basis there is 
not the same difficulty. If you are speaking of rate of 
return, then that depends on factors which have to be 
evaluated on the evidence of experts as we put in in the 
20 Percent Case. Now, the book value of the investment is 
a Very easy ficure-to arrive at. 

COMMISSIONER ANGUS: And you think there then might be 
two different rates of return, one for each railway? 

MR. EVANS: Yes, it would amount to Chis; would it not, 
that if you are going to lump two companies and use both 
as yardsticks, you would have to compromise between the two. 
In the United States there is 3 lumping together of property 
investment and net return is fixed for each individual 
rallway. Now, if you are going to use the Canadian Pacific 
Evcan helpo+ you. I can*eive you exactly what we think it 
Should be. If you ere going to use the Canadian National 


separately, then that requires information that we have not 
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got. 

COMMISSIONER ANGUS: I think we see each others 
difficulties, 

THE CHAIRMAN: I think it may help now in the con- 
Siderations before us to just see what express commitment 
is laid to us under this condition concerning the Structure 
of the Canadian National. You will find it in Clause (c) 
of Paragraph 2. Now, we are instructed: 

"to review the capital rate structure of 
the Canadian National Railway Companies and to report 
on the advisability or the inadvisability: of esta- 
blishing and maintaining the fixed charges of the 
Company on a basis comparable to other major railways 
in North America", 

MR. EVANS: Yes sir. 

THE CHAIRMAN: That is the extent of our commitment - 
"on a basis comparable to other major railways in North 
America", 

MR. EVANS: I suppose you want from me what we believe 
you might be in a position to recommend under that provision 
of the Order-in-Council? 

THE CHAIRMAN: Well, I think, in order to make 3 
recommendation, we should have first to know something about 
other major railways in North America? 

MR. EVANS: That is true. 

THE CHAIRMAN: And then we are to report as to whether 
it is advisable or inadvisable to establish and maintain 
fixed charges of the Canadian National Railways on a com- 
parable basis to that other Railway. I am just reading that 
to give you the problem as it is worded. 

MR. EVANS: Yes, and we have a very concrete position 


on that. As Mr, Walker has said in his evidence, “our position 
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is two fold; the first point, youy wn his view, ‘should 
bear in mind that the rate level is now inadequate and that 
you ought not to lose track of the effect of too low a rate 
level on the position as affecting the advisability of 
changes in the capital structure. And, secondly, that if 

ae cecision. should ibe le are cel or revise the capital 
structure, some provision should accompany that for the 
protection of the private competitor so that the Canadian 
National, if it becomes the yardstick, should be permitted 
to earn a return on its capital which is not represented 
by the funded debt as revised, 

THE CHAIRMAN: Well, of course, the Canadian Pacific 
is one of those major railways in North America whose rates 
we should have to consider? 

MR. EVANS: Yes. 

COMMISSIONER ANGUS: But isn't it really part.or your 
argument that for rate making purposes, for yardstick purposes 
that fixed charges are very neésrly iprelevant | that ib 14) 3 
question of capital investment no matter what the capitiliza- 
tion may be? 

THE WITNESS: In the case of government railroads 
which cannot go bankrupt. May I add Just a word? On page 
55 of the Canadian National Brief, there is a table showing 
for the year 1947 the gross revenues in relation to fixed 
charges and the ratio between the two for the Pennsylvania 
Railroad, the New York Central, the Southern Paciiic. the 
Santa Fe and the Union Pacific and those fixed charges and 
the ratio are contrasted with the Canadian National. Now, 
Ghe fact. is, that while the ratio given for the Pennsylvania 
is 7.88 which is the highest ratio of the group, the Sanral 
vania Railroad, if they are going to maintain their credit 


and their standing as a first class railroad in the United 


rae 


is ug 


s 


- A 
ws 
nf 


‘Hori id bite gteupoberr! 


eos 2 in as : f ‘ a 4 a 
| 45 dhbibdeotvbo oct sikipetts as eotenaaa add oo & 

1 ; ; a he A 

qi Fort .Yibdodse (S04 ettouade t tad tae aad, ‘tk as aa 
iF . ve) Vey A 


tedinno oft eREVet to, sOubSs' Bodoeor ed biuods aélatsebd 


Sad. tat dad? yoeqnooos bivota nolstyorg saree _ stud gute qa 


qs de 
ov : 73 be : Katy 
Aathaned sf? Sedd.oa . r0@ldsanido, sdaving sft To anda nptons + 
; /; ; ne 
) > bedd taad ad. Bduizia ~aotdabday add agniojed é1 2b iLenotdat, a 


+) ‘ : ‘ ' iow ‘ ‘ me 5 
ae batnogotaat doh at cotdw faviaqss eff. e adalah se Hin 19, on lowes 
vt / ‘ er ape 

i ne 
i: sbotiver.ad, dded pater Te ed 


2 - * f ey Tt. - vr? © Paul ba , 
7 y te! <7. prof J a > ergy Be , et ty t A AMAT AHY) aH fi o oY 
> b d 7 fl 
A t 
Ee ; 5 : ; 
 ,e@67ee shot) g92Non TOY H Waa en Lam atod? to sad aE 
vr 
Dik * 
‘ * #38 fenon af eyed BSiuote sw 
ny if 
f 

Ly gat vaedy 2 » regs Pa 
4 sGSi * ¥ gin 
i reo ' : x4 : y 4+ oe 2 ee oe br eee P 
Oi. te. amt Coe tieee tt. ot 3H .etivMa ANWOTSEIMMOO 
a | 
HBB Oe (tah tay wo SAD ig No} dant. snawuets ia) r t 


tis 


vy 
Lf 


0 nokveoup 


3 * : ? tramiraved to of at oT  pepanrrw SHY 0 
* | 
4 oa Gia | wk Ab& IovemM  stasinided o§ PormBS Hoftaw 
i; Any 
7 HI dag St tlByid tolae farottell nmelbened add. ed 
‘ 
f a . riot f wats ; astitavey abotn oni TROL iv eid tn? ; 
a ; | 
: ef Pena ft ot «4c aot Swd dct oeewded olde edd Drie aepiena 


’ 4 
y oe 3 4 p= ae 4 4 ea) Y he / Iwo J Jeet ; 
: | - ; 4 

gH ,ot tina, meeddto® edd  Letetnes Atot) weu si ig pbact fien 


shttoet nolav oie bid 2% Stabe cal lA 
tyanosd sid 45% Aevdy ottad otf ality 3 fit ,Bt apet anid 
ott ,quotg acd Tg ned art desig! 4 ad BE As bias ORS oa 
Pipsss «leit Asesatat of afitos te, it f _sboonital 7 1 ate Vv 
: | ’ ee ae : ; en ae aa 
Hes sid cil HeotLlErs: ‘weake tent 8 Be fait, 


‘7% ( - — 
: : v7 


eh 


- 13484 - Mr. Walker 


States, have to make a return of $650 million on capital 
stock. The New York Central, which has a ratio of 5.9 
has to make a return on capital stock of $562 million. 
Haevsoutnern Pacific; With a ratio on 3.7), nes .o earn 

a return on $383 million, the Santa Fe, with a ratio of 
1.89, has to earn a return.on $366 million of capital 
stock and the Union Pacific, with a ratio of 1.92, has 

to earn a return on $321 million of stock. Now, you will 
notice that the amount of capital stock progresses down- 
wards in direct ratio with the reduction in ratio of fixed 
charges to gross revenues. 

THE CHAIRMAN: The page in the Canadian National 
Brief does not give those figures? 

Pom (Sou? 

COMMISSIONER INNIS: The common stock figures. 

THE CHAIRMAN: It only gives the gross revenue, 
the fixed charges, and the ratio? 

A. No, it does not give the capital stock; those 
I am supplying. 

Q. Well, we will have to write them in. 

A. None of those railroads could possibly maintain 
their credit if they did not make some return on these 
huge sums of capital investment over and above their fixed 
charges, 

COMMISSIONER INNIS: You do not anticipate any 
dangers from rigidity depending on any sort of capital 
structure as a rate basis? 

A. Well, the capital structure, of course sir, would 
be added to from time to time. 

Q. Isn't there a danger of making the rate basis 


in relation to the capital structure a sort of rigid element? 
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A. I would think, sir, that the rate of reduction 
ought to be always in the discretion of the Board. fi 
as time goes on, the rate of return established by the Board 
enables the rialways to make too much money, that rate of 
return ought to come down but if they cannot survive and 
progress with the rate of return, it ought to go up. I 
would think it very unwise that the rate of return should 
be fixed for all time because we do not know what is going 
to happen in the labor market or in the market for material. 

Q. Well, there would have to be some consideration 
of traffic which may come and so on? 

MR. EVANS: I was going to suggest to you, Dr. Innis, 
that it would be dangerous to suppose that the rate bases 
would depend on the capital structure. I think that is one 
of the beauties of the rate basis because you can have 
several kinds of rate bases based on capital structure which 
would not be fair rate bases. You could have the case of 
where there was a very considerable amount of stock repre- 
sented by present property value. If you measured your 
return by reference to the capital structure you would have 


merely book value. 


(Page 13488 follows) 
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Now, the converse of that would We ure, 1f you 
attempted to fix the rate base of the Canadian Pacific 
On the basis of this capital structure. You would give 
no return on its reinvested capital, or the premium on 
the sale of its securities. SO you come down to property 
investment less depreciation. 

There is a school of thought that depreciation should 
not be dictated, to all intents and purposes, by the 
rate base which we prove is the actual cost investment 
base, reduced by book depreciation, representing the 
original cost depreciated. You have no concern other 
than about capital structure. All you have concern for, 
tr) may put tt thet way, is with regard to the capital 
Structure, When you come to measure the rate of return, 

there are several ways of measuring it. OMe is 
to have regard to the historical cost of the money ree 
presented in the capital structure. Another would have 
regard to what it would cost the company to go out and get 
the money that it needs. If I could clear that point up 
with you: Our position is not that the capital structure 
fixes the rate base. 

COMMISSIONER INNIS: I am thinking of the tests that 
the Board would have to use. You suggest that the Board 
would fix the interest or rates to be paid, presumably. 
Now how would it get at this problem? 

MR. EVANS: In the 20% Case we proved before the 
Board two methods of arriving at a fair return. One was 
based on 4 theoretical capital structure which was set up 
by a banker, who was an expert witness. He said that on 
that theoretical capital structure a return of so much 
would attract capital. 

Then we put up Dr. Doreau, an economist, who had made 


a study of public utility returns in the United States to 
arrive at the historical cost of money as a basis for 
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returns, and he arrived at a different return than did the 
banker, who had used a theoretical caplteat stractures ~The 
banker was the low man by about 64% or 6 2/3 of his 
hypothetical structure. The economist was the high man by 
about 8.2 on the tests he applied. But the rate application 
we then made did not envisage anything up to what we said 
was a fair return. We used those fair return tests as a 
measure of the propriety of the increase which showed about 
5.2%, or $52,000,000. 

COMMISSIONER INNIS: I am not sure the discussion 
answers my question. What would be the result of drought, 
let us say, in the West? Would it mean that you would have 
& sort of fixed change or a held-over economy? 

MR. EVANS: You should return a part during the period 
of depression? 

COMMISSIONER INNUS: Yes? 

MR. EVANS: The answer must inevitably be: No. You 
could not put up rates in @ period of depression because 
you would defeat your ends. You would dry up your traffic. 
But what you should do is to consider this application, 
in any period of rising costs, and even rising volume, 
if the fair return is fixed - and it would be perfectly 
Certain that the return would not be fair by those standards 
in a period of depression. It would be impossible for a 
railway to justify conditions in its own interests based 
on the returns of depression traffic. 

THE CHAIRMAN: Can you offer a way out of this 
perplexity? You are talking of periods of depression and 
periods of affluence, I suppose. Have you anything to 
Suggest what would be a fair and reasonable treatment of 
the subject? 

MRe- EVANS? “I' do°not@think” Lt is°possibléy> Ido not 
think you can say today that the Board of Transport 


Commissioners could - or guarantee that in a period of 
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depression we would be able to earn a rate of return which 
they say is fair and reasonable. I do not think that is 
possible, But I think when they ere asked to increase rates, 
they can by that process arrive at what is a reasonable 
rate level by reference to a fair rate of return. That is 
certainly the practice in the United States. 

COMMISSIONER INNIS: It is much more difficult to 


get rates down than it is to get rates Up. 


MR. EVANS: That has not proven to be so. 

COMMISSIONER INNIS: I mean for the Board to interpose 
to get them down. | 

MR. EVANS: No sir. A rate increase was allowed in 
1920, but in 1921, without any application by anybody, the 
Board embarked on an inquiry, as a result of which they 
made a reduction; and they did the same thing in 1922. So 
“it does not at all follow, and there is no reason to suppose 
that it would follow, because the Board always says in its 
judgment: We remain seized of the proceedings, so that 
if we have not given enough, we can increase it; and if we 
have given too much, we can decrease it. Once they fix a 
formula, it is a very simple matter. Our difficulty is that 
we do not get the rate of increase fast enough, whereas we 
do get the decline much too quickly. 

MR. O'DONNELL: The discussion which took place 
before the Board in the 20% Case will be found at page 23 
of the Board's judgment on the rate of return. 

CROSS-EXAMINATION BY MR. BRAZIER: 

MR. BRAAIER? «33 You know that I represent the 
Province of British Columbia, Mr. Walker? 

A. Ves. 

Q. The Province of British Columbia and the Canadian 
Pacific have had many disputes between them in past years. We 


have solved most of them I think in the last few months, or 
the more important ones. 
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A. Not altogether to our satisfaction. 

Q@. Would you agree with me, Mr. Walker, in our 
saying that the operation of the Canadian Pacific Railway 
has benefitted British Columbia very materially over 
the last 60 odd years, and that at the same time the 
Canadian Pacific Railway .has benefitted very much from 
its: operation in British Columbia? 

A.” Yes.4 without hesitation. 

Q. And that a great undertaking, which Mr. Frawley 
was speaking about, one of your bigger operations, is 
in the Province of British Columbia. I mean the Consolidated 
Mining and Smelting Company. 

Pag Oo ieee 

THE CHAIRMAN: Mr, Brazier, we shall take a few 


minutes recess now. 


(UPON RESUMING) 


IMR. BRAZIER: Mr. Walker, in answer to one question 
which my friend Mr. Shepard put to you, I think you made 
this statement - and you will correct me if I have not 
got it down quite correctly - you said: "We believe in 
the equality of rates throughout the country". 

A. Yes, 

Q. You stated that as a general principle of the 
Company? 

A. Yes. 

Q.. I want to direct your attention, Mr. Walker, ‘to 
the fact that at the present time both the Canadian 


Pecific Railway and the Canadian National Railways charge 


a higher basic passenger fare in parts of Alberta and 
fn British “Gol unbta ahs tha tv not ‘correct? 


Pee erie pr “ao Sass 


eae eW, 4. | or he sug 20% on 


gawk o Stine? gcerbanrd ‘srt rho reritionogR © 


- saucer, vie aren pray 6 Heir so: #8 tee  Soerts 
: 2a oenlpe antes. ert te haat brie tase he OB: ta an 


maf aie 


} \ gees? Gina raw Ded role reed. ercny. younien s itvoet nebBs 3 


oats 


7 “ -- . * i 
i wai atvinielio=. feti hae ab ro waaeqoy” aac | 


. “ rth a 4. 
eS | Aoiteatised: tusitiw: .ee¥ sae ms 


) a 7 | 

é i be a 4 A it ; **ahe “ - . , = + : . j — 
‘ i! ir ils CUTS as Tae: eepe Te ge TG y oc Wh i = beter es rt Bets. B Ter: Prd. 7 > : Cri 

ss 4 a : 

ie . ( j ; = 
ai!) Olt Seto Sreqo  TS Gai "SOE. 20° See eTVOGk ion fif2eqe ic Shad ae 
) : a : - ; a | } 
i, p 4 i) ., 
ea ; Die ihe 3 " n war Tint’ sti te Dae SS = 2 ‘ ee. -- : 
sipieiee’ aft ness TT) Latdmyr lod etris® To shakvort ond at 


a Md Ay 
; .yiegmcd sott fom? fra “antaey > 


ae ; 
4 rr hi 2 
tak tes wee Mie es ak wn, teu Pe CS A ATINY ata: 4s = 
ihe | aS; Lage: ae )ftatse te: Pe . ‘SHMAMATAHD FHT ; _ 
iT 
Orr @peyst sssuniiw: i 
ee secalad hs: ~~ eh i 2s foe " 


fi - ree of 
(QHUIMUEAH: MOT 


: -* 
: peeks oe ee oy af Tie UE. ; * 2 1m: Rui: j 
Hetitweure arr of tewede: att (rowlaW wih PTERIS ANG Ae nets | 


Sitter: tev: meeeeta 6 T: eghoy: Gv Tu: Hiticheda. «3 Mm: f brett Vit ‘bok ih 


wer 2 : “ar + eehae ‘a ee . % as se, ie oS 
aH eved’ Lit om. toewttop. (fiw uog Bae — dreueteke agiia- 


mii ove tiiod: ov" s:-ittee- soy: = vitc®ertIod ar tuo mveni Hi FOR. 


P - 
ts. , eos 4 “~* . : 
=) ppurln ‘ Ra e * rire b.. et: : oh - 
| «. TESTO, She” a oro?! soyat: to ytitiaoe aft ; 
; - 
; 
ony i ‘ 
‘ Be . & the 
8 
I ' , 
: 7 
phe = a oe q — ee Sa. a I rene f tig * y- rf 
Pu ne yj 1rd): LOPE B Be 73 ts etate voy 2 


ot 
© 
E 
q 
@ 


Pane ay 4 
Pye Se fae ewe, 


5 oy 2 7 ~ @ A 
- , r 
— Of <2Sen Eh 0M uoraiiveedde sung toosth att sicko } ae” 2 yp 
ais ibe! amatett Jeregestq: ols: 7 sexi Yoel. ait” 
“~— \, ! , a yy 
isnotinwt getiipaed ests bere: YA sucha stitast: . : 


ihe ee ; taal) 


6 : a 

[> etited, mt etetr ier: ss 
<TH 

“Sine eperyrty: ron Bh 


~ 13492 - Mr. Walker Cr.Bx. 


Q. Half a cent per mile higher in British Columbia 
than in the rest of Canada? 

A. Yes. 

MR. O'DONNELL: Because of the rarified atmosphere. 

MR. BRAZIER: Q. Can I take it from your statement 
&s to equality of rates that the Canadian Pacific 
Railway would be quite Willing to place passenger fares in 
British Columbia on’ the same basis as the rest of 
Canada? 

AS “ANOS 31.00 nod think ao. 

Q@. That is another application we will have to make 
to the Board? 

Rive yi GUaLI ty is not necessarily uniformity. 

Q. Not in the case of passenger fares? 

A. No. It depends on the cost of service and the 
value of service. 

Q. You still adhere to the principle that if cost 
of service in one particular region of the railway is higher 
than it is elsewhere, you are justified in having rates 
higher in the one region than elsewhere? 

A. Yes,.and» Il find myself in distinguished company 
in thinking so. 

Q. So I assume then that the official attitude of the 
Company has not changed since the Mountain Differential 
was removed on the freight traffic? 

Dia AO 

Q@. Now I would like to ask you 4 number of questions 
On general principles because I consider you to be one of 
the ablést men in Canada to answer those questions. 

Aen Lawouldnnotasaynthset y 

Q. And if at any time you feel that the questions 
are beyond your knowledge, I would be pleased if you would 
tell me which one of the Company's witnesses the question 


should be directed to. 
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Am I correct in presuming that on your passenger 
traffic as a whole the company suffers very substantial 
loss at the present time? 

A. I would not say "very substantial", I think 
probably there is a loss. 

Q. Does the Management of the Canadian Pacific 
Railway keep before it the estimated loss on rail passenger 
Operations? 

Ae LNOG) Loli mk NOU « 

Q@. You have never considered that as a separate 
problem from the general levvl of rates in Canada? 

A, Oh, we do with respect to particular train 
operations, where the loss is traceable and visible, where 
we consider a reduction of train service or an alterations 
of schedules = always subject to the approval of the Board 
of Transport Commissioners, which we seldom get, on 
an application to reduce any train service. 

Q. iI appreciate very much the fact that you are 
rather tied by what you can do. I just wanted to find out 
whether the Company had studied the problem. 

A. I think I can say that it is being studied every 
qday, not in an overeall picture, because there are train 
services that we recognize that we must maintain, regardless 
Ore losa. 

Q. But you would not know in any one year - I mean 
the management of the Company would not know in any one 
year what its loss in the passenger service was? 

A. Well, we know with reference to saeead, definitely 
allocatable maintenance, but we do not know, and there is no 
possible way of ascertaining every element of expense that 


should be charged to passenger train operations. Only within 


the last few weeks we have incurred losses through washouts 
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running into hundreds of thousands of dollars in your 
favourite province of British Columbia. 

Now there is nobody I know of who is smart enough 
to tell us how much of that should be charged to passenger 
Operation and how much to freight. The damage has to be 
repaired, and I certainly do not know any method except 
an arbitrary rule of thumb by which anybody could say how 
much of that added burden should be borne by passenger and 
how much by freight. 

Incidentally, the province, I understand, has suffered 
almost the same amount of damage in its highways. 

Q@. As the railways have. 

A. And the highways will be repaired and the trucks 
will resume business as though nothing had happened. 

Q. Well, without attempting to tie your loss to 
so many dollars and cents, is there not some way by which 
management of your company could arrive at a reasonable 
figures tolmtheicost of your passenger service as against 
your freight service? 

BONO, St dG not ethini there +16. 

Q. Did you ever work out the operation ratio for 
freight services? 

A. No, I have not. 

@. The Company has never worked one out? 

A. As I say, Mp. Brazier, there are certain expenses 
that are constant, that are not controllable; and they do 
not depend either on the volume of freight or passenger 
traffic; and you might adopt any one of a dozen rules of 
thumb, but none of them would be accurate. 

Q@. I can appreciate that, Mr. Walker. What you are 
saying is that the Company has not chosen one of these rules 
of thumb which it feels is the best one to determine that 


problem. 
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Q. You have followed the situation in the United 
States so far as rail operations there are concerned? 

A.’ Oh, to Some extent. 

2. Just recently it was reported that the class 1 
railroads of the United States lost $560 million in 
1948 on their passenger services. Would you quarrel 
with that figure? 

A. I have not any knowledge of it at all. 

Qs e-Lt “ts “correct ‘that “the accounting system that 
the American railroads use gives them a better picture 
of their passenger operations than the accounting 
System used by the Canadian Pacific Railway; is that 
not correct? They break down their expenses? 

A. On an arbitrary or statistical basis perhaps 
SO, DUG do not think it has any practical advantage 
one way or the other. 

Q. What conclusion do you draw from your passenger 
Service today as to it being profitable or not? Would 


you be better off without the necessity of operating 


your passenger service today than you are having to 
operate it? 

A. No, I would not think we would because our 
passenger service has a very great influence on the 
patronage of our railway by freight shippers. 

Q. .So that. -- 

A. A satisfied passenger is a good customer for 
freight as well as passengers. 

Q. Presuming that was not one of the considerations 
and we are looking at this matter -- 

A» But, it is..one; you cannot assume it is not 
When a) 45. 

Q. If all railways were in the same position, 


without passenger service, you would not be any worse off 
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on that ground, would you? 

A. You mean if passenger trains were abolished 
on the North American continent? 

Q. Yes. That factor would not influence you as 
against the Canadian National Railways? 

A. Not if everybody discontinued the use of 
Passeneer Trains, wo. 

Q. Taking it on a straight basis of dollars and 
cents, without any outside considerations, would you 


Say you would be better off today if you did not have 


to operate your passenger service? 

Bier tt Ol TOW « 

Q. The passenger operation of the railway has 
changed considerably over the last twenty-five or thirty 
years, Mr. Walker? ‘Is’ that correct? 

A. In what way? 

Q. In the competition that you have to meet? 

As Well; I don't “know that’ the’ Canadian’ sttustion-— 
oh, competition with other carriers? 

Q. Other carriers? 

A. Oh, immensely. 

Q. Starting around the year 1920 you started to 
lose a lot of traffic to buses and private automobiles 
and more recently you have lost it to the aeroplane? 

A. Some; I think probably the airways have created 
Some new business too. 

Q. Let me put it on this basis, Mr. Walker. Since we 
apparently cannot determine whether or not your passenger 
service 1.6 carried) on an an absolute toss, if it were 
carried on at an absolute loss to the railway company 
would you say that loss should be made up by the freight 
Shippers in Canada? 


A. So long as it is compulsory for us to maintain 
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passenger service, yes. I am assuming that we have 
increased passenger fares to the point where the law 
of diminishing returns would apply « 

Q. Now, presuming that you want to get rid of the 
passenger service, but you are required to continue abnor 
and you have an absolute loss -- 

A. Assuming what? 

Q. Assuming that you have to carry on your 
passenger service, you are forced to, and that you have 
an absolute loss which must be picked up in some other 
part of your service -- I think I should also say that 
the Frovince of British Columbia is just as opposed as 
plone PURSE iSomol raiinsubsidies of any kind, but under 
the circumstances I set forth, would you think it proper 
for the Federal Government to subsidize rail passenger 
Service? 

A. Well, your assumption is one that yous gust 
cannot possibly make. I do not think that you can regard 
"absolute" as a relative term. I do not know how you 
are going to determine there is an absolute loss. 
Certainly our passenger revenues exceed all the 
allocable expenses for train operation. Now, right 
of way must be maintained, agents must be in charge, 
and all the overhead must exist, so that I do not know 
that you could ever reach the point where you said that 
passenger trains were an absolute loss. I doubt if 
American railroads could prove it either. 

Q. Let us presume for the purpose of my question 
that the revenue from the passenger service did not 
cover allocable costs, the revenues were less than the 
directly assignable costs of the passenger service. 


A. I don't know why you should assume something 
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Q. You do not think that condition will ever 
arree? 

AMTHNGGOELAo Hot. 

2. And you do not think it is so at the present 
time? 

AGOe Nod Lirdornots 

Q. I should like to ask you a few questions in 
respect to this question of "other income". I preface 
my remarks by this statement, that I agree with you that 
"other income" as such should not be taken into con- 
Sideration in the fixing of rates in this country. 

A. That being so, is it a proper subject of inquiry 
before this Commission? 

Qo Dhink sojo and) li think you will see the 
questions arising out of that which I shall put to you.. 
I want to qualify my own statement by saying that 
probably was not always the case. I quite concede that 
at some time in the company's history a different system 
Should have been adopted, but we must deal with it as 
it is now. I wonder if you have a copy of the judgment 
in the 20 per cent case, Mr. Walker. I should like to 
refer you to page 13 of the judgment of the majority of 
the Board which commences with the paragraph reading: 

"Counsel for British Columbia has urged that if 
the Board should decide that the 'Other Income! 

as a whole is not to be taken into account, the 

following income items at least should be included 

with Railway Income because they contend that they 


are directly connected with the railway services." 


Then follows a list of various items of "other income", 
including communications, C.P. Express Company, the 
Fredericton and Grand Lake Coal and Railway Company, 


the Minneapolis, St. Paul and Sault Ste. Marie Railroad 
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Company, the Toronto, Hamilton and Buffalo Railway 
Company, the Aroostock Valley Railway Company, the 
Northern Alberta Railway Company, and the Toronto 
Terminals Railway Company. The first question I wish 
to put to you, Mr. Walker, is this. Who decides where 
the particular income of the corporation shall be put?! 

A. I suppose in the first instance our accounting 
oni icers:. olf they have any doubt about it they might 
refer to the executive. 

®. Wou Srerfamiliar =<. am Speaking now somewhat 
from memory -- with the annual reports of the Canadian 
Pacific Railway Company. At one time communications 
and C.P. Express were included in rail income, back 
about the years 1903 and 1905? 

A I do not recall that, if it was the fact. 

Q. I am very certain that I have seen -- 

A I was out in the sticks in 1903 and 1905. 

Q. I am certain that I have seen a PEDOrU Of vali 
annual meeting in which they had decided to put these 
two items into "other income" from then on. 

MR. EVANS: Mr. Brazier, the fact is that today 
income from the express Operations as such goes into 
the rail revenues. I think you ought to make that clear 
to the Commission and to the witness. 

MR. BRAZIER: I am quite aware of that, and 1 
am Sure the Commission will be when I am finished. 

THE CHAIRMAN: Has that always been the case? 

MR. EVANS: I do not know the period around 1903. 
The thing that is important today is that the express 
earnings, after taking out merely the express company's 
Operating» expenses, all go to the railway and are taken 
Into the yail accounts and reflected in rail revenues. 


There is this other question which my friend probably 
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has in the back of his mind, earnings of the express 
company from the sale of commercial paper like money 
orders, and so on. That is treated as "other income" 
of the express company and is paid out in dividends by 
the express company on their stock if there is any 
surplus. 

MR. BRAZIER: Q. Am I correct in presuming that 
the Board of Directors of the company must take the 
final responsibility for the division that 1s made? 


DG crea: 


ID) 


You have been a member of the board for a number 
of years now? 

A. Two, to be accurate. 

Q. Has a question of this nature ever been considered 
by the board? 

Pe BNO 

Q. Mr. Evans has mentioned the fact that the 
C.P.R. express revenues from the express part of their 
Operations are paid directly to the rail company. That 
is correct, Mr. Wilker? 


A. Yes. 


Q@. And the balance which is shown on page 13 of 
this judgment, namely, in the year 1947, dividends and 
financial operation, $286,992, arises from the sale of 
money orders? 


AY Yes, 01 thinkovnar Ts 7al) the sele of money 


Q. And these money orders: are sold at your express 
offices where they handle the express itself? 

A. All over the world whether or not there is 
express handled there. 

Q. And the other item mentioned there is dividends. 


If I recall correctly, most of these dividends are 
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dividends received from stock of the Canadian Pacific 


Company itself which stock is held by the Canadian 


' Pacific Express Company? 


A. I really don't know. You would have to ask 
Our accountants just what it is made up of. 
MR. EVANS: It is all on the record of the Board. 
MR. BRAZIER: In the 20 per cent case. 
MR. EVANS: In the 21 per cent case. 
MR. CARSON: Both cases. 
MR. BRAZIER: Q. Do you know the Operavion of 
the Fredericton and Grand Lake Coal and Railway Company? 
A. I know where it is. 


Opie seve part Ol your railway system, is it not? 


Hew uhSs One OL Olur lanes. 
Q. It is operated with your railway? 
A. Yes. 


Q. Can you give me a good reason why that should 
not be included in your rail operations? 
MR. EVANS: Why what should not be included? 
MR. BRAZIER: The amount received by way of 
dividends and interest from the Fredericton and Grand 
Lake Coal and Railway Company. 
MR. CARSON: There are dividends on stock and 


interest on bonds. 


MR. EVANS: All this is on the record of the 
Board, and I can tell the Commission, as my friend, 
Mr. Brazier, knows, that the rentals of the Fredericton 
and Grand Lake are paid by the company to the Fredericton 
and Grand Lake and the rentals are used to pay dividends 


on its stock and interest on its bonds. 


(Page 13510 follows) 
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MR BRAZIER: Dividends back to the C.P.R. 

MR EVANS: And interest on its bonds. Now, it 
us a perreculy -acelcental thing swhether the Vor sR. owns 
those securities ‘or whether it does not. My friend has 
been talking about this for years; I am suggesting he is 
eluttering’* up the record, “because*all’ these facts vare 
there, and it has ali-been argued many times. 

MR BRAZIER: I think, Mr. Evans, if I speak for 
a few more years I may get somewhere; this is the first 
time, in the judgment I am referring to is the first time, 
we have got recognition of the fact--- 

MR EVANS: <Are you asking this Commission to 
direct the Board as to what it should do with Other 
PiCOMee Aron Gnae Crrr sive 

MR BRAZIER: Mr. Evans, I will make my submission 
CO vTnernOare “in Cue" Course. 

MR EVANS: Well, I think I am entitled to know 
what position you are taking. 

THE CHAIRMAN: You are entitled to take that 
position if*you wish to. 

MR BRAZIER: I am simoly taking this position, 
Mr. Chairman and members of the Commission, that the ques- 
tion of what is Other Income and what is Rail Income 
swale left up to the railway itself; it should be a 
problem that is decided by the Board of Transport Commis- 
Sooners. 

MR CARSON:* Would 1t°not-elear’ the’ air--- 

THE WITNESS: They have decided it already. 

MR BRAZIER: Q. I beg your pardon? 

iow they have decided it “already. 
iQ. They have not, Mr. Walker -- I must take issue 
with you -- because they go on to say--- 


A. Perhaps not these particular items, but generally 
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Speaking they have dealt with our Other Income. 

eo. IguL te agrees: with uwvoup;dand. say 41).00° not 
quarrel with Other Income strictly, but my quarrel was 
only with this number of items here, which to me appear to 
be railway items, and which are included in Other Income. 

A. If you look at page 32 of our Annual Report for 
the year 1948 you will see that we pay rental to the 
Fredericton and Grand Lake Railway of $70,664, and we get 
back--- 

Q.° You: charge tthatyrent othe raid, operatian; is 
that rconrect? 

Yes. 

MR -CARSON+- od wondemeDf ale, would clear the ain 
a littic, bt in-ithis,discussion, if myifricsnd would 4indi- 
cate -- I do not want. him. to develop it. fully, but if he 
would indicate :to the Commission what recommendation he is 
suggesting the Commission should make, because I rather 
think we are going into something that has been gone into 
so much--- 

THE CHA TRMANs + Tnethinks iit dhufodlow Mee i Brazier 
properly, he finds fault with the decision taken as to what 
is railway revenue properly so-called and what is not -- 
that is. to. begin. with. 

MR. BRAZIER: » That-ris «right. 

THE CHAIRMAN: He thinks there should be some 
means of establishing what is railway revenue before the 
Board and what is not such, other than that which has been 
followed so far, and then insofar as certain, revenues 
may be found not to be railway revenues strictly speaking, 
the second question arises, does it not, Mr. Brazier, what 
Should be done with it? 

MR: BRAZIER: Yes. 


THE CHAIRMAN: I think that is it. 
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MAY BRAZIER: I think the justification for this-- 

THE CHAIRMAN: Now, let us take the first point 
first.) dust tell us exactly what fault you nave ‘to find 
with what has been going on today. 

MR BRAZIER: Simply this, that in my opinion the 
items that are mentioned on page 13 of the judgment are 
properly rail items. 

THE CHAIRMAN: What does the judgment hold about 
them? 

MR BRAZIER: That is what I was coming to. At 
the bottom of page 13 -- and I think this is the justifica- 
tion for bringing this matter up here at the present time: 

"Counsel for the respondents have also maintained 

that if Other Income is not to be considered in fixing 
a level of freight rates that this Board exercise 
active control over the establishment of what is rail 
income and what is Other Income. The foregoing con- 
tention points directly to a fundamental difficulty 
experienced by the Board -- that the Railway Act does 
not, in its present form, give the Board authority to 
control the accounting procedure of the railways in 
the manner advocated by counsel." 

Now, in due course we will suggest that the Railway Act 

should be amended to give the Board control over deciding 

what is rail and what is Other Income. 

MR CARSON: My lord, my suggestion is that the 
Board clearly has that power today, and there is no diffi- 
culty in determining from the books of account what these 
4tems are. The very table that is set out on that page 
shows that the individual items are in the books of the 
company and can be readily determined. 

THE CHAIRMAN: snd do you say, Mr. Carson, that 


the Board did—so in thts case? 
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MR CARSON: In the 21% Case -- and I will come 
to thiss Liv Tmay,- iia moment” --"4n- the 21%'Case the 
Board reviewed this subject of Other Income, commencing 
at page 18 of the judgment, for several pages, and cited 
the precedents that have been established over the years, 
excluding Otner Income: from being taken into’ account in 
Fixing Ireient raves Then: the matter was again raised 
in this present case -- that is, in the review of the 21% 
judgment -- and in the review, which is dealt with in the 

first section of the judement, the Board will see that the 
Chief Commissioner, the present Chief Commissioner, revised 
the formula of the old Board, and °' made no suggestion that 
there should be any revision of their view of Other Income. 

MR’ BRAZIER?- “That is not’ quite a* correct’ state- 
menu, “Mr. *’Carson. 

MR CARSON: If you will let me finish, I am not 
in the habit of making incorrect statements. 

When we go on further in the judgment to the 
section to which Mr. Brazier was referring, under the cap- 
tion of "Other Income" at page 12, the contention that Mr. 
Brazier was then putting forward is summarized at the top 
Of peace vis: 

"Counsel for British Columbia has urged that if 

the Board should decide that the ‘Other Income!’ as a 
whole is not to be taken into account, the following 
income items at least should be included with Railway 
Income Mh 
And they are set out as Mr. Brazier has been pointing to 
themerr’Sa, to begini with, there 1s no Git ticulvy smaAscer— 
taining what the items are; those are clearly set out in 
the books. 
Then the judgment goes on: 


"Counsel for the respondents have also maintained 
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that if Other Income is not to be considered in fixing 
a levely of. freight; rates: that) @his, Board exercise 
active control over the establishment of what is rail 
income and what is Other Income," 
Now, no one would doubt--- 
MR BRAZIER: Read the next sentence, 
MR CARSON? adAwisdde don thes ,- Nr. Brazier ..< iy wid 


do everything. that. yous want-done,».i fr you, just, give, mea 


chance, 

No one would doubt that the Board has power to- 
day -- it has the available information today, and it has 
power today -- to say a particular item that has been 


treated as Other Income should be brought into rail 

income. That has never been a subject of controversy. The 
controversy we have always had is as to whether it should 
be brought in, but the Board has always decided against 

the contention so far. 

Then I come to the part that Mr. Brazier is 
afraid I was going to omit, and I want to read it, because 
T am going to make a point on it: 

"The foregoing contention points directly to a 
fundamental difficulty experienced by the Board -- 
that the Railway Act does not, in its present form, 
give the Board authority to control the accounting 
procedure of the railways in the manner advocated by 
counsel." 

Now, when one looks at the statute, there can 
be no doubt, in my submission, that the Board has that 
power. 

THE CHAIRMAN: What section? 

MR CARSON: And I refer the Commission to sec- 
tion 126, which must be read with section °33, subsection 
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"126. The directors” -- 
that is, the directors of every railway company to which 
this Act applies, including Canadian Pacific -- 

-- "shall cause to be kept, and, annually, on the 
toirty=rirst day of December, to be made up and 
balanced, a trus, exact and particular account of the 
moneys collected and received by the company, or by 

the directors or managers thereof, or otherwise for 

the use of the company, and of the charges and expenses 
attending the erecting, making, supporting, maintaining 
and carrying on of the undertaking, and of all other 
receipts and expenditures of the comany or the 
directors." 

Now, that is in the broadest possible terms the 
Obligation of the directors in keeping account of the 
moneys. 

Now, if the Board would be good enough to look 
2G Section 33, subsection 2, iv reads: 

"The Board may order and require any company or 
person to do forthwith, or within or at any specified 
time, and in any manner prescribed by ‘the Board, so 
far as is not inconsistent with this Act, any act, 
matter or thing which such company or person is or may 
be required to do under this Act, or the Special AC, 
and may forbid. . q 


and so on. 


(Page 13516 follows) 
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Now then, Section 126 requires the Directors to 
keep particular account of the monies and then to balance 
them up at the end of the year, which, of course, involves 
keeping them day by day so that one gets a balance at 
the end of the year and involves keeping an account, but 
the Section says that it is within the power of the Board 
to tell them the manner, to prescribe the manner in which 
they shall do these things because it says "in the manner 
prescribed by the Board” looking at 33 (2): "so far 4s is 
not inconsistent with this Act, any Act, matter or thing 
which such company or person is or may be required to do 
under this Act, or the Special Act". 126 requires us to 
keep the account of the monies that come in, all company 
monies. 33 says that the Board may prescribe the manner 
in which we are to do that very thing. Now then, it is 
perfectly idle, in my submission, for any suggestion to 
be made that the Board has not got that power today. The 
erievance that my friend has - 

MR. BRAZIER: It is not a grievance. 

MR. CARSON: The complaint that my friend has - 
he has now withdrawn the word "grievance" (I thought it had 
the tone of grievance) but the complaint he had is that 
they put forward the contention for almost forty of fifty 
years that has been rejected. Now, there is no difficulty 
under the statute and there is no difficulty as far as the 
two railways are concerned in having this matter determined 
if in principle the Board should give effect to his contention, 

THE CHAIRMAN: Now Mr. Brazier, if you think that the 
section we have heard read, or any other section which may 
bear on this question, ought to be amended, I would suggest to 


you, as I have to other counsel, that you draft your amendment 


Phir fed (tae 4 eR 
Go Gugsosurd end aLLepet id nodge 


; in ay ca { Ae ag 
Bea tead a2 Neds Are reatpon baled 19 teuoogs vetunsd 
: : 4 on 
ay fovar , RE IOS 10s dogdw ¢ tBRY ond to hn ari “te i 
33 Mo 
#3 soneiad s stex sno tactd en Ar ud t can sonst ‘Bal 
[ : > ’ ‘ y » ee 
cu «|. truodos fie aniqeand eeviowas bre teey ory Bis hs 


se 
~ — 


Bd 


7 


fiidw of teAanem els edinpssiq og seem, | edd ae Aion 
aa } ; } : F - 2. a 
. eeener alt AL" ayer Sl sevsoed  sgntiso anert ae ftede coat 
7) ‘ \ Le Sr |. 7 
in as 7 ? ~ wv ‘ 
2 Bk 26 eetoe" (9). E€ de gatlool .“bis0k ent yd Resales: 
: ‘ , ; ’ ; f 2 ; ’ i « va ia 


; 
- ; . - + " y % be be 7 t ya = 
s — : se rk go ‘ x . 2 oy 7/* i Pay 57) 
ma ! Priue "2 oS W14008 «2 Galt & wt ae ; ee ee oe Pet) 5 \W A Tkt J G bi 
.. 32s 4 4 F 3 f , : bo . 
} } wi. 
; 


aS 66 of Paevivesy ed Yer to ef fostsg to Yasqmoo ioe Pape: 


» ‘ 7? a ‘ 
: at Z Lee re he 1? iG: L HFH5sq rid yf FDA Be ida eben 
"ynegios {f@ , si oo ted? egols c to gmyosos and aeeat 
| : Ls ‘ 
eae geek - ey, Peon kt orix be mis pazrocn «Ff fF & 
veiw te ae ©: he eid uso We eOw Blig If Aig ae ae me OS a. tom 
- i °f fn get ot + ey . ¢ ~ ° : on 7 "airy 3 t 
: <fedd wo ,anisd ysev sand ob od eas ow dokcw at 
i ‘ 
ze of 4 Ar om Sce g ier, 4 vA kein Peer re - <2. "he 
| & Ff Be 28 ¥o ~~ ~~ * = a? * Poe ai mpi Ss ¥ ne fF 2 #5 4, : Ya [70 he. 3g . 
I 4 
4 o> 
ary - 2 ‘i 72 4 - J i a La 4 i ys Oo A ; Tens obs 9d 
¢ pe 5 sau ee 
Le 
: : 
Pll Jha s re ra y FF ’ : , relts ann 
2 7 
=n UJ 
A t pe ag b 4 a ns 4 : ait ; 
u 
' 4 r e . asa 3 st) he 
is ‘ 3 % 2 : " > & Fe Ait i 34 a 4 \ 
- rT ; 
: ea ei « P " ~ 2 5 rs " : ' i ne, wiry ~ tay ei Sect “a 2 = | 
R a os 2ERYONT i ) eee s as i) Oy $35 Tt Seti 2M ta CoE gga on 
j . S F F: ¢ ‘ rn ‘ 
f e 4 
4 4 es een mol vb , - r f PA en 4 
ie FE BSA Sf FALSLIMONY BAI FRG Leonsve.cTR IO Shee ac® 
i : - P > eo « a ~ Ss or cut = » 
Yeti, 29 ¥VAO IJeom: ot mnotidetaqos sae baewiet daq yeds 
wer. - > +, ; ‘ : [ =} ~ i. mn oe 8 ' ; 7 | = ' 2 ~ oh 
Pa Yikwel2ttb of al etedd ,well .beysetet need asd dane agesy 
| . ; a 
my miss a> 4 = are >") Phe ; P Ta) ? (o> oy 2 2 mrt: ’ 
: ah aS ey os z 2 . et v Drdidnall wed @ 4 3 18! i a iy As ou d wi Les 74 ariz vb & baw 
- . eel a 


Pekiomsyeh teftam etig en Le ts NBrTts HAGE ats oF wEbee wT 
oMOn HE ac : 8926 oy te blvorig basod agg efatentag tit uu 
OMe Ford Untts voy 4 Riis a8 4 wor HASHES bi i 
Wow fs tav ifecan Sedzo Gas TS beat faeen eres aw #6 tte = 


‘ , : ome 
WP deausce bls 1 bw beeen ot od tgs eal i ete 


Pay o 
eo gat 


enBnene ceo M7 yoy Gate te woo gouide of eve 
r of j 
a 


SoS) = Mr. Walker Cr.ex 


and let everybody concerned have a copy and then, when the 
proper time comes, the merits of it oe be argued. 

MR. BRAZIER: I will attempt to the best of my 
ability to do that, my lord. With due deference I would 
Suggest the interpretation Mr. Carson is putting on those 
two sections, is straining the sections very much. 

THE CHAIRMAN: You see, Since you are to submit 
your own amendments, we are anticipating an argument that 
Witl have to.2z0o on later on, 

MR. BRAZIER: I would point out that apparently 
the Board saw the same difficulty as I see in it. 

MR, CARSON: This point was never argued before the 
Board, 

MR. BRAZIER: And so I would refer to the Order-in- 
Council appointing this Commission P.C. 6033, and you 
wlll notice that in Section 2 (d) that a part of the 
reference to you is the segregation of assets, revenue, 
and Other Income etc. as between railway and non-railway 
items, 

THE CHAIRMAN: I know it is one of the enumerations 
we are to deal with, and if you have got any amendments 
in any way bearing on that point, let us have them. 

MR. BRAZIER: I will do so to the best of my power. 
Now then, of the list on that page, 13 (I do not intend to 
go over them all, Mr. Walker) but I just turn now to the 
last one, the Toronto Terminals Railway Company from which 
you received interest of $646,500 in the year 1947. 

THE CHAIRMAN: Are you reading from the Judgment? 

MR. BRAZIER: I am reading the figure from the Judg- 
ment. 


MR, O'DONNELL: It is the 8 Percent Case. 
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MR. BRAZIER: You see that last item? 

A. Yes, I see it. 

Q@. Now the Toronto Terminals Railway Company is 
jointly owned by the Canadian Pacific Railway and the 
Canadian National Railways, Am I correct? 

RGU LL nite 80". 

Q@. And it operates your passenger terminal in the 
City ot Torontoy Is that corrects 

Ave YES, 

Q. And the Company pays rent for the use of the 
facilities of the Company? The Canadian Pacific and the 
Canadian National both pay rent to the Terminals Company 
for the use of those facilities? 

A, Well, really I do not know ali the details, Our 
accounting officers would tell you. 

Q, I do not want to get into any figures but the 
principle, 

MR. CARSON; I think that is generally correct, what 
you say. 

MR. BRASIER; And after deducting the operating 
expenses of the Toronto Terminals Railway Company in that 
year they paid you back - 

MR, CARSON: No, this is interest on the bonds. 

MR. BRAZIER: And I think interest entirely on bonds? 

A. Well, as. far as I know, Mr, Brazier, I think I 
am quite correct in saying it is in exactly the same position 
as the Northern Alberta Railway Company which pays us 
interest nominally on the bonds of $124,000 per annum and 
the two Railway Companies bear the operating losses of the 
Northern Alberta Railways which make that item look quite 
insignificant. 

Q. With respect, Mr. Walker, I think if you will 
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check you will find that the Northern Alberta Railway is 
handled a little differently than the Toronto Terminals in 


that the rent that you pay - 

A. That is why I suggest you ask our accounting 
officers about it, because I cannot know. 

Q. The rent you pay is deducted from the interest 
you receive from your bonds and the difference is carried 
into Other Income? 

A, But the operating loss, if there is one, must 
be borne by the two parent companies. 

Q. Now wouldn't you agree with me that your interest 
in the Toronto Terminals Railway Company is as an integral 
part of your rail operations? 

MR. CARSON: You mean the question of the bonds? 

MR. BRAZIER: Mr. Walker will answer. 

A. I do not know that I can answer that question. 
You say an integral part of our railway. It belongs to a 
separate company. We have the use of the facilities jointly 
with the Canadian National just as we have the use of the 
Canadian National facilities sometimes under arrangements 
with them, 

Q. What would be the situation if the Toronto Terminals 
Railway Company did not have the station there? you would 
have to build your own terminal, wouldn't you? 

A. YWes, at one time, we had. 

Q. It would mean an investment by the Company in 
strictly a rail operation? 

Pra Le S's 

Q. You would not consider your terminal in the 
City of Vaneouver, the operation of that, as part of your 
Other Income account? 


A. INo, but do not assume, Mr. Brazier, that these 
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these items or any of them represent net profit to the 
Canadian Pacific because they do not necessarily do so at 
ali. 

Q.. I am not assuming that at all, Mr. Walker. 

A. And just speaking in a general way, I assume 
you would concede that if these represent profits and should 
be taken into account, then in years when there are losses 
they also should be taken into account? 

Q. Quite. Absolutely. 

A. If you make any such admission, then the amounts 
we have lost in the Minneapolis-St. Paul & Sault. Ste. Marie 
Railway so far outweighs the total of these many elements, 

Q@. And those losses have been charged to your rail 
account, haven't they? 

A. No, they have not. To the Canadian Pacific 
account? Indeed they have not. Not one dollar of them; the 
shareholders paid those losses. 


THE CHAIRMAN: We will adjourn now until tomorrow. 


~---At4.45 p.m. the Commission adjourned until 
Tuesday, December 13, 1949, at 10,30 a.m. 
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OTTAWA, ONTARIO, 
TUESDAY, DECEMBER 13th, 1949. 


MORNING SESSION 


GEORGE A. WALKER, K.C., Recalled. 
CROSS-EXAMINATION BY MR BRAZIER (Cont'd.) 

Q. Mr. Walker, before proceeding today I would 
like you to look at page 13494 of the transcript of 
yesverday. "1 puta queésvion to youswhzen 1 devnotry chink 
was answered, about twothirds of the way down the page: 

"Q. Did you ever work out the operation" --- 

I think that word should be "operating" -- 

"ratio for freight services? 

Ae O> Le naver not, 

Q. The company has never worked one out?" 

Now, it may be that that is not a fair question to put to 
vou, Mr. Walker; bute can 1 put- 16" totryou thisiways 
To your knowledge has the Company ever worked one out? 

A. No, I have no knowledge of it. Mr. Liddy, who 
will be called, will give you a complete answer, Mr. 
DraZgver, 

Qe Thank you. Now then, at the adjournment yes- 
terday, Mr. Walker, we had been discussing the question 
of Other Inc ome and the reference to it in the Judgment 
in the 8% Case. 

MR EVANS: What case was that, Mr. Brazier? 

MR BRAZIER: The judgment of September 20, 1949. 

MR EVANS: The interim 8% judgment? 

MR BRAZIER: That is right. We had just come 
to the last item there, the Toronto Terminals Railway 
Company? 

he. lees 
Q. Showing interest rates from that company, interest 


on bonds, of $646,500 in the year 1947? 
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A Less 

Q. Which means in the accounts of the Company 
it was put in Other Income? 

Ay ves. 

Q. I would like to put this questionto you, Mr. 
Walker, If the Toronto Terminals Railway Company 
was a wholly-owned subsidiary of the Canadian Pacific 
Railway Company and the question came before you as 
a director of the company as to which account that 
interest should be credited to, what would your 
opinion be? 

A. Well, if it was a wholly-owned subsidiary it 
would not appear at all, 

Q. Are you quite sure of that, Mr, Walker? 

A. I am reasonably sure, but these things are 
matters of accounting, Mr. Brazier, and I am not an 
accountant. There is a perfectly logical explana- 
tion with regard to every one of these items on page 
13 of the Judgment, and what we think is a perfectly 
Satisfactory and intelligibleexplanation, but the 
only one who can put it properly is an accountant, 
and Mr. Liddy not only has already given an explana- 
tion of these items in the proceedings before the 
Board, but he is here prepared to do so Seti 
necessary. 

Q. Am I to presume, then, Mr. Walker, that the 
Board of Directors does not interfere in the Accounting 
Department in regard to these matters? 

A. No, generally speaking, we do not, 

2, And to your knowledge from the time that you 
served on the Board of Directors, there has never been 
any problem of questioning what the Accounting D@art- 


ment has done. 


ae oe 
«h86 49, SES 


wall | Ne v.. 
rw be a e891 : 


— may ‘ 
giagmoy ole Io sdruocge erly att s3 sok 


FaMOoAL "9 80 int — sor 
ie eeY or ae 


fi i.d 


oe HOY etnoigaeup aitad “Hi oF oHil Situow I .§ 


‘hte 
AB GMD yewlhish afantmet otsoret and ak etentew : 
a 


ta veolbftedva ihinviedo bathe tadaaale 


- 


ae poy exotyed ems Molsvesvp siz Pree yorgqrod yawLisk 


Jedd tmvosoe doliw of a6 yegnas ett Yo ctotcevks & 


avoy bioow derw..ot Botibeto sd biiode JaenrstAt 


fad nolinigo 


ah see RE he eoicre: 8 Pag cones “ Tf 4 Ps oouw = bh % if ty 
sf ihe ‘4 SBLOLEOMG iv SLA _ oe do Wh Ww & Sew Ri Le t LO A 


~fis % teeqas vom bivow 
i § (Lew a iP ~teng Sr, eatwe i SUP WO ETA Q 


fs Se Pet aparw: pier Gyegy st widermaeeaaer ae A 
ate BUSA Seeng Je . aie FiVSMOSRAT AS af 


b. 0, gw ' T oa ye a P Bie oo ee ks eit ey en Rob ere _ “. 1 m ~ +e - 
O02 TO A 286. g2O4gO RS oD ~_BitTiMrdaoe Id stedvan 


ri 7 } =, % zs im —- frr * 

SOI SLGKSG oinoi vivosiIneq s ef. sist Aa JINVOSOS 
+ . . ? rit * t i» am Pad a 

eued mo ameyt seedt to.sne ywireva.ot husset aviw mol? 


Vitselveq 8 ef aatdd ow tert. bac, pInsmmbyt oft Jo EL 
wit? dud ,soldscstgxoeldintifetal bee yuodosteiies 


TF oe oh Sey - x Pl #9 7 Pe me ns nt ~ wh Fe ~ ‘se M ra to - 
,dasdoveose as al yitecotg ti Jug so, ofw ero ino 


ulead y Tare Oe th “eam % ee rie rie tr. 3 f r ast Be] yp Pe We 
“Big luee me movi *, YXSSTLG 42Bn YANO FON Von aes tM Snes 
J a wy wm a at - Re 4 } ae, gee 423 ® 
ent arated eantoescong ant al amecl enasny Is mols 
“> } » o- ey & fn, oe Pr x » oh et +4 ne s % a ~¥ { »% x 
it ,niesae om ob of Hbetaqesq sed af anh god S180 
* 


UB sooen 


ftv wrhanla -_ Po 17 Wo ee Tr eae - fh 
end cede ,gexleW .oM ., meds .emueorqg of I mA «f 


eritsiwooad any at sxeginesad tom seok sitogessld Yo Bra0d 


Tsotdem gaedt ot Diages eed trnsadirsged 
Jai Ob ow ,Betiesega yYilsteneg «Ou .A 
“voy Jady emtd osat moet isha ace “an =e a 


.Y . 
a FSHVAN Fer 


£- 


- 13523 - Mr, Walker Cr.ex 


A. Oh frequently, the Accounting Department refer 
to us about matters that arise in their Department. But 
as to the account in which a particular item goes, we 
naturslly rely on accountants. 

MA. EVANS?) 1 do nob: think: this: should de Lett 
without a reference to what the evidence was. You see, 
the evidence was that the investment in the Toronto 
Terminals is not included in railway account. If you 
are going to have this interest fund you would have to 
allow a return on the investment of the Toronto Terminals, 
It is as simple es that, my friend ought to know about 
that. 

THE CHAIRMAN: Mr. Brazier, we are told now that 
Mr. Liddy is the one to deal with that. 

MH. DRAZIER? "EL was-trying tovexplore, my “Lord tne 
control that the Board of directors exercised of this 
particular matter. Now, Mr. Walker, if it should be 
decided contrary to the opinion expressed by Mr, Carson 
yesterday, that the Board does not possess the power to 
supervise what is to be included in the rail account and 
what is to be included in the Other Income, do you see 
any reason why such a power should not be given to the 
Board of Transport Commissioners? 


A e No. 
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Q, Mr. Walker, I do not want to go over again our 
discussion of yesterday about passenger services of the 
Canadian Pacific Railway; but I have been wondering, since 
looking at the transcript last night, whether you were 
familiar with the statement on page 185 of the Canadian 
Pacific brief? 

THE CHAIRMAN: Of volume 1? 

MR. BRAZIER: Q. Volume 1 of the brief, and the 
table to which it refers, which is to be found at 
page 116 of the Appendix to Part 1. 

Ae Noy Twas not, Mr. Brazier; and my attention 
was called last night to the fact that a special study 
of some kind had been made in which there was some 
arbitrary allotment of what we call non-allocable expenses. 
From what I have seen of it I would not think that, for 
purposes of practical administration, it was worth anything. 

Q. So this ts part of the brief we can just put our 
pencils through? 

A. I beg your pardon? 

MR. CARSON: He did not say so. 

Tia .ITNsS8S8; Are you referring to the Crows Nest 
study, I was referring to sone study which had been 
prepared at the request of council for the Freigh: Rates 
Investigation with regard to the expenses of passenger 
train operation, Is that what you are referring to? 

Ke BRAZIOR: Q, Starting with the second sentence 
of the second paragraph on page 185, hing Walker, this 
Study refers only to passenger service in the Prairies 
and Pacific regions, © lt Says: 

"The apvortionment of the exoenses to passenger train 

Service in Vestern Canada during 1948 has shown a 

deficiency of revenues under expenses for this service 

of 318,555,654, Details of results of the 


apportionment may be found in the Table at page 116 
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of the Appendix, from which it appears that 

passenger train revenues nearly cover transpor- 

tation costs and maintenance of equipment 

expenses assignable to passenger train services, 

but they make no contribution toward maintenance 

of way and structures or to general overhead. 

It is recognized that this condition is not unusual 

among railroads on this continent and that this 

deficiency in the contribution of passenger 

train revenues must be made up from freight 

revenue." 

A. Yes. 

Q. And if you will look at the Table itself, 

Mr. Walker,it shows a total revenue for passenger service 
of $27,487,601. 

MR. EVANS: Por the Prairie and Pacipic regions, 

MR. BRAZIER: Q. iat vs PLeht; and tie pocaL 
operating expenses are shown as $45,350,549. I would ask 
you to direct your attention to the two items: Maintenance 
of Equipment and Transportation, the total of which is 
$29,800,000 approximately. 

A. Yes, 

Q. Showing some $2,000,000 below revenue? 

A. eS. 

Q. Is 1t correct to say that it is reasonably 
possible to assign to a particular service the items 
covered by those two headings: Maintenance of Equipment 
and Transportation Revenue? 

A. What do you mean by "Assign them to a particular 
service"? Do you mean to 9 particular train or branch line? 

Q. No, no, to the service as a whole. There is 
no difficulty in the books of the Company as to segregating 


repairs to passenger train equipment as against 
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PréeLent equip rcnt? 

A, Oh no, I would assume not, 

Qe And similarily with transportation, its 
costs for fuel, oil, and operation? 

ve. OS 5 

Jie Those tivo items can be fairly directly 
assigned to the service which uses thei? 

A, I would think so, but ifr, Liddy can give you 
a positive answer, 

{2° Now that staterecnt does indicate that in 
considering those two itens which are directly assignable, 
your passenger service was carried on at a loss of over 
2,000,000 9 

MR, VAS: The answer was not that they were 
assignable, 

lIRe BRAZIIR: Ags far-as those itens are concerned, 
I think lir, Walker would agree with me that they can be 
nade assignable directly, 

Lik, aVATS: But you put words into his mouth that 
they are directly assignable, And if you want me to 
tell you what the evidence will be, I will tell you that 
they are not directly assignable, 

MR, BRAZI“ZR: Let us assume that the ain part 
of these two ite1.s is directly assignable, 

Me CaRSON: Why assume something you have been 
told is a fact, 

WR. BRAZ aS es It would show directly a loss 
of something over 22,000,000, 

rays Volt that particular territory, 

ve Yes, 

A, ‘le inow perfectly well there are cany 
passenger traiis in Vestern Canada which are run at a loss, 
In sany instances we have tried to remove them but on 


each occasion we have failed in our application for 


{ 2 


orisemn,, DLiew my eS ea oe 


2%, he site Suneens a } ee : ead. tik 
oa a4 é jax? Behe AK y ae as - es rei Phi t Je i bind nth bid. ae ; 


= 


i bees hte fe stei%e atees 


aires add. oc Benstane 


bs : i > re feCy. - } : Cit. wee: ee 2 ,Oo ‘ Pie ee hee } hind oy? + a] wr » 7 


—s 
= 


ec 2 aos « os ea eres 
4 Fiat Eeetas } my dy i ty rcaarg a Pe 


4 = “4 d ‘ — ; 
: gu Fanaa = ‘ * Tlie Bese ep Mes ee ee ae ie lc Oe Oe oes F 
“tt are rt * Balls: } Fi Pe et Kubin dhen” > ain wh Bake Ry ? Arerdey Ae, WN 
7 { 
+ 
os as be 
ect Sik eee BRS | de: Bl ye ie EF rs 
" a 7 AC ARS ide he? hace kod: ted he? 
= 
nae pal ¥3;, $ Naat | ae a4 ‘ ny Ward gts ie < deeterate gars” pce nd ct] } ‘ be 
Pah) Ce RA or RE” hs eee e mee we Le FS. ARS * i e Rapes 
Se 
<q 
«- 7 
Per - hectic Siae caituslease ake rae ae a ie ee cee ee 8 actA: » c¢ 
MA ie ‘ ae Ree 5 Peak 6 Skt Selvietdeortan et New ka \ ig S- Solay ete V. 7 
; d _ 4 
¥ ro 1 i oe ‘ t on 4 *: * ' if a 
Hho i —— c " vat FS apen 4 w= FS: A “ rere: , he 
ae a Bh ge tebagy « Be eM PM ae CA a nhs ee Ce 22 il phe RG ea ME ‘ 
% 
: 
bas Et a WR tg, eh ty i 3 ” P > 
f ' EL A, ee OE mb, Y : . 
j 
» piesigehdye ‘ 
i is yey 5 ms re " 
7 , A Le Poe ane ee a 
. | 
a Be se ae oF pe tye ip, on, Say Ae Tex 
a et: ts oe he ST ee a a 


‘. ott asl aay “. ~ . i Way De 3 Lee 
owe a {1 2. 5 


: ELcrow Li Kee ae a 5 
‘ * fons , * ieee ie ales oA “> oo. . 
, 


fe nyt ots doko sheastl deated of, sakest se5n 


H - 15530 - tir, Walker Un ix, 


authority to remove thems and that not only costs a lot 
Or money bul Pt creates bad public relations: and public 
relations are very essential to a railway company, 

QO. iI think I prefaced all my remarks yesterday in 
this regard by sayins that I appreciated the difficulty you 
were in, Now, that statenent shows on its face a loss 
of 318,000,000. 

Mai tp net port leular region, iir, Brazier, 

Q. tam referring to that particular statement, 

A, Iwas talking yesterday aout passenger 
transportation as a system matter, 

Q Now this statemcnt does not appear to nake any 
allowance for return of Capital or fixed changes, 

Ae I do not know, You would have to ask Mr, Liddy 
Cnav. 

Os Done vou stains it is a fair assumotion to make 
there from that statement, that the passenger service of 
the Canadian Pacific Railway is carried on at a substantial 
loss to the Company? 

a matter 

Ae pinthaink 10 16 entirely/tor argunent after all the 
evidence has been heard, 

Qe You have no personal opinion on it at all? 

A, I am not prepared to make any assumptions, 

Q I would like to discuss with you for a few minutes 
the general picture of railways in the field of 
transvortation voday. You would agree, would you not, 
that for many years, cailways had a virtual monopoly of 
land transportation on the North Anerican Continent? 

Deis (6G. 

Q@, And during that early period you only had two 
competitive factors to deal with, one being water 
transportation, and the other being = “other carriers", 


(Page 13533 follows) 
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THE CHAIRMAN: You mean other railways? 

MR. BRAZIER: Other railways. 

THE WITNESS: Yes, other railways. 

MR. BRAZIER: Q. That was the extent to whieh 
you met competition in the field of transportation. 
Would you agree with me that this position of virtual 
monopoly permitted the railways to fix their rates on 
a basis of what the traffic will Dear, or 1 thinkavou 
now prefer to call it value of service? 

A. It depends on what period you are Speaking of. 
If you are speaking of the period before railway rate 
regulation, yes. 

Q. Yes. That same principle continued with 
modification after railway rate regulation came in? 

A. Very substantial modification. 

THE CHAIRMAN: When did this regulation come 
in? 

MR. BRAZIER: 1903 would be the date. 

THE WITNESS: In Canada; there was some regula- 
tion before under the Railway Committee of the Privy 
Council, but it is not what we regard today as railway 
rate regulation. 

MR. BRAZIER: During the early period of the 
C.P.R. you were exempt entirely from any gontrol of 
your rates? 

THE CHAIRMAN: Until a certain position was 
reached. 

MR. BRAZIER: Q. Until 1897; that would be 
the date? 

A. I do not remember really. There was a - 
restriction on the Government's power to interfere 
with our rates in our original charter until we paid 


1O per cent. 
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Q. Over 10 per cent in dividends? 
Aer Yet. 

MR. EVANS: Other railways were given a 
greater privilege than that; you knew that. 

THE CHAIRMAN: What do you say? 

MR. EVANS: Other railways were given greater 
leeway than that under the Rallway Act. 

MR. BRAZIER: I am not complaining of the 
privileges that were given. 

THE CHAIRMAN: I think it was 15 per cent 
pone well 

MR. EVANS: Yes, sir. 

MR. BRAZIER: @. Would you say it is correct 
that the present freight rate structure of Canada was 
to a great extent built up during that period’ tor which 
we have been referring? 


A. Yes, but it was built up not with reference 


to what you have in mind; it was built up with 
reference to the rate structure that prevailed in the 
western United States which were all already under 
regulation. 

QQ. lu sugeest to you that commencing about the 
year 1920 your position underwent a substantial change, 
and that from that date you had to consider a new form 
of competition in trucks and buses? 

MR. CARSON: What date? 
MR. BRAZIER: Q. About 1920, just after the 
first world war. 

A. Mr. Evans could answer your question better. 
I do not remember just when truck competition became 
effective. It started in a very small way in local 
districts. I could not assign a date. 


Q. Iam taking it from my own general impression 
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of the history of that time. It was after the first 
world war that mass production of automobiles really 
started? 

A. You are probably right. 

Q. I am not trying to pin you down to a year or 
anything, but in that period a new factor entered the 
field of land transportation? 

Yes. 


That change is continuing today? 


> O &Y 


ves. 

Q. Yesterday you mentioned the fact that a 
trans-Canada highway was to be built, and that 
theoretically at least trucks would be able to use it 
from coast to coast? 

A. Yes. I did not express myself very happily 
about the trans-Canada highway yesterday, Mr. Chairman. 
I had no idea of criticizing the expenditure of 
$300 million on a trans-Canada highway because that is 
inevitable in a country like Canada, but what I sug- 
gested was that it was unsound to provide such a high- 
way for the operation of transcontinental trucking, 
which will follow unless there is some restriction on 
the use of the highway, without providing in some 
measure for the payment by trucking companies of some 
proportion of the interest on the capital investment. 
Otherwise you have no basis for fair competition between 
trucks and railways which must continue to pay interest 
on the investment in their railway rights of way. 

Q. Is it fair to say that truck competition is 
becoming more active each year? 

A. Pardon? 

Q. Is it fair to say that truck competition is 


becoming more active each year? 


uN Ar 


AD 2260 6 OF awed voy ale ot ‘aibeue so a a ew 3 


| 94% Bereias Aegoet west sz Np allies Bib: oS apatite 


barat 40 HLer® 


: 
B f wd 5 2 $ 4 * ta? we x tr ~ ~ at 

i neu ef side od binew axoust gacel ge ylisalvetoesi 7 

= * 

= 
SP Wo 2H oe s*ye 2 ge f avy 
Yar kee MF JARO MOTs 


_ 
- " & o* - 
(Ligases weov Tlhesym enevaxe son hid 1D. .2er a 
: + 
—. . on f & i : - be 7 4 
| ORALIBAD 6A CEPOL ECT Yawngla OSS -SNets efi a 
me 2s Pe 3 sy 6 ~ - ay ag % oo > 2% 
| To squstbaegxe od WLS SOL LES Ag eeni on a 
ou 
ai Feit asysced yauiaid sbeace5-ansy) 2 no motilim OOFF “ 
me be es > 3 ‘ 2 es ¥ ae ae , % ‘ 
eh | GHW FRE .BOBAsy 824 YU FOG mt sided iveni 
apie fe vf a ty harrire? 4 feverserm i , eh Be tte het amy 
, ware ba iphic. SHLVOTD OF HIPOENMS Sew Fl CBs Sew OSvies 
= 5 
‘ = “ 3 M a> swan r r . % 
¢ sess SOA oO Pea mers LIU tists § kia . iq o a4 Ly Me ¥ 5 Ww 
7 
re x - f. hn she = oy : t pe Pa ~ r E 
m6 moldeliedaes emoes al mrentd asetnu wolloy iliw noinw 
c : ; 4 Ss ft > o wages oe ms ; C5 ae ee iy | ¥ i 
Wii ae HED yas ; “a Whitt iy ay WITS PrL oie LQ if ong 
*y t Rt po Ms o% , ‘ iat 
SMGE 16 ssinsaangs staisiees wo Jaemred eng Aol cae BD vif! 
™ ‘ . hk «a 2 a y * 
CWA IVA, ano edd 86 taetetiat ads To nolyrioqetd 
. 
hy ey \ Ks * fat xx i Le { ee or 
eevee - be iia = But ss ; SoG Hiase Of Svs way ag tw edti 
*¢ 
R . P ker Of > Ge oar et * fire ¢ . 
2 Peeve dgiys Tre A 2h ty iff Se LIM fiw ¥,> Reset LG BRON ; 
io 
: P ; 
: ous “Se < bueden Pes i: Sa - , P + ree + ‘ ow 
- ‘ ue e * ee neat Gry ¥ Pw a | a se Fodg (ts \ Pe fc 5) VASYVNEL 8 4an) iG ’ 
- 
: aor? Ftaame vs + ne 7: +A -fa9 Oo? aT 
7 at Near: aqmay NowTy 8 sagt yas od xhsied2?. ef . ie ' 


tepoy dose ovigos eyom yaimosed : 

Snobtat eK 

Houts Veet yee 0S. *tet! ot rei 
aaah 


TE Sy, dose evite 
oes 


PNP 


mi S536. = Mr. Walker, cr-ex 


Aol Une AD Ls Parr tosay soy cercainiy in 
the United States. 

Q. I wanted to refer to the picture in the 
United States. As I understand it, trucking is 
making very serious inroads into the freight traffic 
of the United States railroads? 

Fiat ee es 

Q. And with the development of roads in various 
parts of Canada you would expect that trend to develop 
in Canada? 

A. Yes. 

Q. It is something that the railways must look 
at for the future? 

A. Unquestionably you can raise railway rates 
to the point where the law of diminishing returns will 
apply, but we are a long way short of that point in 
Canada. 

Q. Do you think there are indications that that 
point has been reached in the United States today? 

| A. With reference to certain localities and 
certain commodities, yes. 

Q@. What type of traffic in the main are you 
losing to trucks? 

A. Well, in the first instance it was largely 
less than carload traffic. Now it has extended into 
carload traffic for limited distances. I do not know 
that I could tell you exactly what the commodities 
are, but Mr. Jefferson will give you the fullest 
possible information about that. 

Q. Would it be correct to say that generally 
speaking it is your high rated traffic that you are 
losing? 


A. Very largely. 
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Q. That is traffic which is charged more on 
a value of service basis than on a costy service basis; 
is that correct? 

Aeeatesd, © think so. 

Q.- It is the traffic that per hundred pounds 
makes the largest contribution to your revenues? 

A. Well, I could. not undertake to Say. that. 

Mr. Jefferson can answer the question for VOU. 

Q. I put it on a per hundred pounds basis; I am 
not suggesting the total traffic. 

A. I know, but there again Mr. Jefferson would 
have to answer your questions. 

Q. I suggest to you that if you increase your 
rates still further there is a good possibility that 
you will lose even a greater part of your traffic to 
truck competition? 

A. That is a function of management, Mr. Brazier. 
We will know when we reach the danger line. 

Q. You do not think you have reached it now? 

A. I am very sure we have not. 

Q. Have you made any estimate at what point in 
the increase in rates you arrive at that danger point? 

Ne No, we have not, but we do know that costs 
of trucking companies have gone up, perhaps not in 


direct ratio with ours, but very materially. 
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Q. If that tendency to lose your high rated traffic 
were continued long enough the railways would be left 
with only the low rated bulk long distance hauling; is 
Chat? correct? 

woe Weldjawhatymaye foltow) bosigaliy.s, Tedornot- know 
that practically that result will ever be reached. I mean, 
that is a pure matter of speculation and argument, Mr. 

Brea ZLers 

Q@. Isn't there a great deal of thinking along those 
lines in the United States at the present time? 

A, Ons £iwouldsnopesayt thatcs , Thee fundamental! diffi- 
culty, Mr. Brazier, is that the trucking companies are 
under no obligation as common carriers. There may be 
provisions in the provincial statutes, but they are not 
enforced, whereas the railway companies are under a 
statutory obligation to maintain suitable and sufficient 
faclliticsvforathennandiinerotealintrafiie Dhabieds 
offered on the railway, and we have to maintain those 
facilities and keep them staffed, whether people choose to 
patronize us or whether they don't; and the trucker, on 
the other hand, can pick and choose his traffic, and if he 
does not like a particular route he can fo3d up his tent 
and fly to some other new pasture, while the railways must 
continue to operate and must continue to maintain the 
facilities that are suitable and sufficient for the traffic 
on the railway, though they may be only called on in 
periods when the roads are blocked or highways are washed 
out and the trucks cannot operate. 

Q. Would you say, Mr. Walker, that the criticism 
which you have just given of the lack of regulation of 
truck competition applies in British Columbia? 

A. IvMammot isurfictently:familiar with the situation 


in British Columbia to say. 
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Q. Now, under the circumstances which we have been 
discussing of the increasing competition which is taking 
from the railways a great deal or ite hich, raved 
traffic, do you not think it would be advisable for the 
railways to change their method of pricing transportation 
Por Une (Cucuure? 

A. No 3 I think the remedy lies in taking off some of 
the wraps under which we operate and giving us a free hand 
to compete with the trucks. 

eo Whew rape "are yOusrererpings UO? 

h Me rigid control of rates, the rieldity of them, 
the fact that a truck operator may alter his rates and may 
change or alter his transportation methods to suit the 
Tratfic that is offering, while we on tne other nand ‘are 
bound” to ask authority to alter our methods of operation, 
tO--- 

Q. You have a pretty free hand today in meeting 
competitive rates, Mr. Walker, have you not? 

As Yes, we nave. 

Q@. That includes truck competitive rates? 

Bs Bee pardon? 

@. That includes truck competitive rates? 

A. Yes, but we are now met with the contention that 
every Cime We recuce SiCconpetLirive, Yate in a competLiive 
area we must reduce rates in non-competitive areas too. 

QO. iL nave been faced witn the same: problem for my 
friend Mr. Frawley. 

MR FRAWLEY: That really is not Alberta's con- 
mention: it may as well be on the record now. 

THE CHAIRMAN: I understand it is not British 
Cotumbia's contention either; is that. right? 

MR BRAGLIER: “yes; sir. 


Q. Are you suggesting, Mr. Walker, that if the wraps, 
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Sa you put it, were taken off, che railways, you would be 
able to solve your problem of obtaining sufficient 
revenue to operate efficiently? 

Oh, I could not say that. I am not a traffic 
man. 1. think it would go a long way toward solving it. 

Q. Would you say that if you were granted higher 
rates than are now in effect, and you undertook the 
economies which you are able to do, such economies as 
you are able to do, that would solve the difficulty that 
faces the railways? 

A. Would you mind repeating that? T dic Noe Quite 
get it. 

@.. . say if you were permitted to charge higher 
freight rates than at the present time, and you put into 
effect such economies as you were able CO Co dn tne 
transvortation of goods, the difficulty of the railways 
would be solved by those two factors? 

any It would be immeasurably improved; I do not know 
-- it depends on what kind of increased freight rate you 
are talking about. 

@. Well, the railways, l think, Dave suggested two 
increases of 30% and 20%; if you had been given both 
those two increases? 

i) Li we awed? 

Q. Yes; do you think your problem would have been 
solved? 

A. Not wholly, because those increases, as develop- 
ments have progressed, have been demonstrated to be in- 
adequate. 

Q. Those two increases would not even have met your 
necos? 

Aw NOs 


Q. I want to go to another matter for a moment, Mr. 
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Walker, just for a matter of information. Under section 
345 of the Railway Act you are permitted to give free 
carriage to your employees and their families? 

Ae Les. 

Q. And dependents. How many employees has the 
Canadian Pacific Railway, approximately? 

fi. Somewhere in the neighbourhood of 81,000. Those 
of course are in all capacities. I could not say how many 
are actually employees of the railway -- the bulk of them. 

Q. 81,000 employees,when you included their families 
and dependents, I nresume a conservative figure would be 
about 200,000 entitled to--- 

A, Your’ guess? is" as, good. as*mine, 

Q.5 That. is’ allowing three. to a family. 

Avy Well,» L think) that: 13-rather large). \Mine.only 
COnEt evs Of One. 

ie YOUrGe Lt: 

A. No. 

Q@. That is only allowing for the employee's wife and 
one child; that would not be high, would it? 

wee ON, you put tie Chee Lo ia tania? 

Q. “Yes: that would not be high at all, woudd. it? 

Ae No. 

ie = POOLOUGO. Now, would you tell me what the rules 
of your company are with regard to granting free transport- 
ation? 

iy. Obs 1 could not say offhand...) They are alt. in 
printed form. We will put them in if it would suit you, 
Keke es els Anh sh a 

MR EVANS: I have the General Order of the 

Board No.656, which prescribes the conditions under which 
free transportation will be issued; Lf my striend Mr. 


Brazier would like that on the file, I have no objection 
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to obtaining an extra copy for that purpose. 

THE CHAIRMAN: Mr. Brazier, do you intend to 
argue that this free transportation to employees should 
be rescinded? 

MAVORRZ Los ~ Noy I Propaply my next question, my 
Lord, Wild 1ndicave My purpose: meres 

Of 2 Was Just Simply @oing co put thie ito you, Mr. 
Walker: Do you think that a considerable saving could be 
made by the railways if these privileges were restricted 
more than they are at the present time? Now, it may be 
that you do not think there would be any saving, but--- 

A. Weill, we would take more money into the till, of 
course, but whether we would be better off in the long 
PUN Coun nou say. 

Q. You would not know that? 

MN. Certainty the Canadian ‘Pacific could noprdo sic 
individually. 

QQ. Oh, nO, "lam Wot suezesting that. 

ne Ar thatiorinciple is) abolished on the Norcn 
American Continent, no doubt there would be more money in 
the till as a result of passenger travel, but I think that 
orivilege has a very great influence on the morale of our 
employees. If you were a farmer and you were going to 
town with your horse and buggy, and you refused to give 
your hired man a lift, he would not think much OLY VOU, 
would he? 

THE CHAIRMAN: @. Does this privilege exist in 
the United States? 

A. Oh, yes, practically since the railways began to 


operate’, Mr. Chairman. 
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MR. BRAZIER: I was just attempting to find out 
whether or not it was a matter that cost the railways 
a considerable amount of money each year through the 
granting of this privilege? 

A. looked at as a matter of dollars and cents, no 
doubt. 

Q. Mr. Walker, the Canadian Pacific Railway is 
advocating the abolition of appeals to the Privy Council 
from the Board of Transport Commissioners? 

ee CS. 

@. iI think you as a lawyer would sgree with me - 

A. .We have made a submission. to that effect. 

Q. iI think as a lewyer you would agree with me that 
the normal practice in British Courts and Tribunals is 
to provide for somebody to appeal to from questions of 
fact? 

fie tn the. counts? 

AACS 

A. Oh yes, but not from administrative tribunals. 

Q. You do not think that that principle should be 
carried to administrative tribunals? 

Bo hel On TOD) 

Q. And from that body you would suggest that the 
only appeal should be on a question of law? 

A..,/l do... That. system prevails, in. the. United States. 

THE CHAIRMAN: What system? 

A, The system of providing only an appeal on a ques- 
tion of law. 

MR. BRAZIER s)  leantitiit a fact,.Mr.Walken, that the 
I.C.C. have what sre called examiners who examine into 
cases before they. actually. go on? 


A. Yes, thet is the universal practice. 
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Q. We have not that in our system? 

A. No. 

Q. Do you think that that would be advisable? 

A. I think it would probably Syeaayctt ee the work 
of the Board very greatly. 

THE CHAIRMAN: Pardon me, what do the examiners do? 

A, The examiners, Mr. Chairman, are assigned by the 
Commission to take the evidence in connection with all kinds 
of applications made to the Interstate Commerce Commission 
and they travel about from place to place in the United 
States. They have a very large number of them. They 
nolo nearings in, St, Louis, Chicaro, Los Angeles =.where=- 
ever the nature of the case seems to point to the minimum 
of inconveniecne to all parties. The examiner builds up 
a record; he takes the evidence and he hears to such 
extent as he thinks necessary argument after evidence has 
been taken and he submits to the Commission a report or 
recommendation as to the disposition that ought to be made 
of the complaint. In very important cases like finance 
cases, corresponding to our application for an increase 
in freight rates, for example, sometimes one, two or three 
members of the Commission itself act as an examiner and 
holds sittings either at one place or at several places 
throughout the United States and they in turn make 3a 
report or recommendation to the whole Commissinn. 

Now,!/after the examiner's report is made, the parties 

are given a fixed period of time in which to submit Briefs 
and those go in cases of what you might call minor impor- 
tance, to a division of the Interstate Commerce Commissinn 
consisting of two or three members and the division may 
adopt or reject or modify or vary the report of the examiner 


and in turn make the order that they think appropriate. 
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Now, in some cases there is an opportunity to have 
that reviewed by the full Commission, but that is not 
usually done, except in important cases. There is no 
hearing on, the application, Tne parvies are. at liberty 
after the matter has been disposed of bya division of the 
Commission, to apply in writing for a hearing before the 
To. board, (biuby that. as entirely in the discretion of the 
Board. They may allow or reject it in their own discretion. 

MR. BRAZIER: Then, Mr. Walker, does not the eCe Ce 
in its setup in effect provide s Court of Appeal from the 
trial court, the trial court being the examiner? 

A. No, it is the same court, They Simply divide up 
the work because in such a vast country as the United States 
so densely populated and with such a vast network of rail- 
ways, they could not get through the work unless they had 
some system of rotary,so to speak, to take care of it. 

Q. In a particular case it would simply be one examiner 
who travels around and obtains the evidence from place. to 
place and makes his report? 

A. Well, generally speaking, the examiner if he goes 
out sits only in one place, a place which he regards as 
best suited to the convenience of the parties involved, 

Q. I have seen a number of reports where they have sat 
at different points. 

A. I suppose that may happen. 

Q. And when he makes his report does the party have 
an opportunity of presenting a Brief somewhat like we are 
presenting Briefs, I presume, at the present time? 

A. Well, they do not run to three volumes. 

Q. In which they may criticize the findings of the 


examiner or question his methods of arriving: at his finding? 
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AD Miles, it Lean argument anewreitings? thet’ 41s: ali. 

Q. When that comes on again, does it come just before 
that examiner again? 

He ORINOCO, 

Q. It goes before different people? 

A. It goes to a division of the Supreme Court and 
there are a limited number of cases, ‘ minor cases,that might 
be disposed of by a single Commissioner. I have forgotten - 
they have some technical title for those, but I have 
forgotten it: 

Q@. Would it be your opinion that that would be a more 
efficient method of handling these matters particularly 
applications for general increases than the system we use 
in Canada? 

A, Well, frankly I do not know that there is enough 
work or sufficient call for the adoption of what is quite 
an expensive method of procedure in Canada, but certainly 
anything that would speed up the dispostion of applications 
such as those we have had to make recently, would be decidedly 
xl! the public interest. 

Q@. And you would approve of them yourself? 

A. If it would speed it up. 

MR. EVANS: I might assist the Commission by referring 
to the fact that in the General Freight Rates Investigation 
which took place between 1925 and 1927 there was a separate 
group of orders relating to subsidiary questions which are 
in essence the reports of the Board's Traffic Officer, and 
have been adopted by the Board as the decision of the Board 
and those will be found in Volume 17 of the Judgments, Orders, 
Regulations and Rules of the Board beginning at page 303 
and there are a large number of them. As a matter of fact 


the Commission may recall the Town of Simcoe Case which was 
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brought up in the course of Mr. Frawley's presentation. It 
happens to be one of those cases which were in Aten decided 

by this examiner procedure through the Board's Traffic Officer. 
That has been done in a great many cases where the Board's 
Traffic Officer has written the judgment and the Board has 
adopted that, 

THE WITNESS: And the statute, moreover, provides that 
even one Commissioner may be nominated by the Board of Trans- 
port Commissioners to go out and make a record as we might 
Say, take the evidence, and that the Board may deliver judg- 
ment on his recommendations and findings. 

MR. O'DONNELL: Merely a matter of procedure for handling 
the work more expeditiously. 

COMMISSIONER INNIS: Does this meet the problem Mr, 
Evans was discussing yesterday as to the flexibility of the 
rates or the possibility of the BOard ensuring Tlexibiiity 
of rates either upwards or downwards? 

MR. EVANS: I remember the point but I am not quite sure 
that I see the purport of your question. 

COMMISSIONER INNIS: I think you said at the end of 
your remarks something about the question of upward revision 
and downward revision or that it was more difficult to get 
upward revision? 

MR, EVANS: Yes. 

COMMISSIONER INNIS: What sort of changes should be made 
in the Board in which there should be a rather consistent 
following upwards or downwards without doing damage to the 
relations in such a large scale? 

MR. EVANS: Well, there are a number of ways that could 
be done. One suggestion which we make specifically in our 
Brief is to remove the so-called political appeal provided by 
Sub-section (1) of Section 52. One way might be to do what 


has been done - and I suppose this has become necessary - 
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in the United States because of similar difficulties, They 
Mave (a proviso. in, Lithink, Section 15 or the Interstate 
Commerce Act which provides that the Commission give precedence 
to any changes in rates. I would be glad to look that up for 
YOu. 

COMMISSIONER INNIS: I was more worried about individual 
cases than the general level of the rates. You see, if business 
goes upwards or goes into a depression what is the machinery 
by which you could get a consistent adjustment? 

MR. EVANS: My own view, and I think the Company's view, 
would be that if you took away the invitation to bring 
political pressure on the Board through this appeal to the 
Governor-in-Council, that you would find a change in the 
attitude of the Board and I should think a great deal less 
delay in dealing with our cases. There is another thing too, 
I want to add, and that is this examiner procedure probably 
would never be applied by the Interstate Commerce Commission 
to general increase cases. I do not know of any case where 
that has been done, I think a division of the Commission 
largely sits in that case. 

COMMISSIONER INNIS: But the difficulty is that most of 
these political disturbances relate to these large scale 
increases. Now, I am just wondering how far the one follows 
from the other or one tends to influence the other? 

MR. EVANS: Well, our view is that as long as you have 
what I might call for want of better language, a gilt edged 
invitation to groups to present to the political mind the 
objections they have in these cases and their grievances, you 
will tend to have pressure groups very vocal, not necessarily 
really numerous in terms of total interested people, coming 


to the government with pressure, suggesting to the government 
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that the sovernment Should do something either on an appeal 
or by putting pressure on the Board to do something and we 
think that that would be the greatest move that could be 
made to speed up the hearing of these cases. 

COMMISSIONER INNIS: I would turn it around and say 
that so long as you have large scale increases you will have 
this political pressure. My point is whether you can reduce 
the extent of the large scale increases or make them in some 
way more gradual or in some way in which this political 
pressure cannot boll up? 

MR. EVANS: I venture to suggest that the example 


of the United States rather refutes that suggestion sir. 
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COif ISS IOMWER. INNIS: But the United States has 
48 States, while Canada hasl10 provinces, if you like, 

IR, SVANS: That is true, But nevertheless you have 
the save forces acting in the United States, and the 
history of these rate cases is full of them; and you 
will find in the judgements of the Interstate Connerce 

Commission a good deal of pressure for changes in the 
level of rates, 

THs CHATRIAN; But there is no appeal, 

MR, EVANS: There is no appeal, 

THE CHATRIIAN: But political pressure is just the 
Same apparently, 

MR. aVANS: There is the invitation to cone to the 
tribunal and tell their grievance to that tribunal, 
and just as people may have a grievance and go to a court, 
once they have had a judicial hearing, that grievance 
tends to die out. But so long as you have another 
tribunal to which you can present your grievance, that 
tends to make endless delay and difficulty, and it gets 
into the press, | 

THS “-ITNESS:; In Section 52 Subsection 56, dealing 
with appeal to the Supreme Court from an order of the 
Board on a question of law, there is a direction that the 
appeal should be heard by such court as Speedily as 
possible, The Suvrene Court treat that as they should, 
with very great respect, and do hear appeals as speedily 
as possible, | 

THE CHATRIAN: In many cases those apveals are only 
appeals on questions of law, and there must necessarily 
be jurisdiction of that sort, 

THs JITNISS; But in point of fact one would not expect 
that an administrative tribunal needed any such atrection, 
But when, in point of fact, the railways are confronted 


with a situation in which enormous increases of wages are 
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made retroactive. and it takes eighteen months to complete 
a hearing on their apolication for some relieD, there 

is obviously a vast amount of money lost before they 

can get any money at all, even if the remedy, vhen it 

is eranted, is adequate for future needs, 

THE CHATRiAN: Oe Are you not speaking now of the 
delay entailed in this application to the Board itself 
between the moment of making that application and the 
disposal of it by the Board, apart from any appeal? 

A, suite, | 

Qe Have you any suggestions to make which would 
expedite these hearings and the disposal of these cases 
by the Board? Perhaps your brief does? 

MR, «VANS: My Lord, I have that section; this is 
at the end of Subsection 7 of Section 15 of the Interstate 
Commerce enn and -it reads; 

"At any hearing involving a change in a rate, fair 
charge, or classification, Omlite rule, regulation 
or practice, after the date this amendatory 

provision takes effect, the burden of proof shall 

be upon the carrier to show that the proposed changed 
rate, fare, charge, classification, rule, 

regulation, or practice is just and reasonable, 
and the Commission shall give to the hearing and 
decision of such questions preference over all 

other questions pending before it and decide the 
Same aS speedily as possible,” 

They referred to that and gave effect to it in the 
Judgment in Hx Parte 168, which was the last judgment 
they delivered in the General Increase Case, in August 
of this year, 

THE CHAIRMAN: I would like to see what they said, 

MR. EVANS: I would be glad to have it looked UDe 


THe CHATRAN: I do not mean right now, 
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COMMISSIONSR INNIS: I am sorry to chase you so 
vigourously. 

MR. SVANS: That is what I am here for, 

COMMISSIONER INNIS: Mr, Walker.as just referred 
to Wages, presumably wage increases which were made 
upon appeal to the Cabinet, Would your full position 
be defeated by the fact that it was possible for labour 
to €o to the Cabinet and secure large increases in 
wages which would compel you to demand large increases 
in rates? If you shut off the Provinces on the one hand, 
must you shut off labour on the other? 

UR. VANS: -I think it is bad»for: the “rovinces 
or for labour to have access to the Cabinet. I do not 
think there is any doubt about it, I think that wages 
are a matter of bargaining between the employer and 
the employees, and I think that Governnent intervention 
in one is just as bad as it is in the other. I do not 
know how you are going to prevent at, because they do 
not do it under a statute, They becane, because of 
the conditions existing during the lar, when the 
Covernicnt did control wages, accugtomed to finding 
that the Governcent was willing to intervene, Therefore 
they have that indirect invitation to come, In the other 
cases they have an express: . statutory invitation to 
come, and that ought to be removed, Then,perhaps, these 
things would clear thenselves up, 

/ MR, BRAZIGR; Q, Mr, Walker, during the last 
discussion did I hear you correctly when you said that 
one Connissioner of the Board of Transport Commissioners 
sometimes hears cases? 

Ay, Ivam quite sure there is a provision here, but 
I have not been able to find it, 
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Mr. Chairman. It reads: 
12. Two commissioners shall form a quorum, and 

not less than twe Commissioners shall attocnad 

at the hearing of every case;---‘ 

THs CHAIR i; And the Board or chief commissioner 
may authorize any one of the commissioners, That teeth 
Sub-clause B, 

TH WITNESS: “Ye'si) It reads: 

"(b) the Board, or the Chief Commissioner, may 

auchorize any one of the Commissioners to report 

to the Board upon any question or satter 

arising in connection with the business of the 

Board, and when so authorized such Commissioner 

shall have all the powers of two commissioners 
sitting together for the purpose of taking 
evidence or acquiring the necessary inforzation 
for the purvose of such report, and upon such 
report being made to the Board, it may be 
adopted as the order of the Board, or otherwise 
dealt with as to the Board seems proper," 

MR. BRAZIGRs ©, And in your experience would 
you say that procedure has been adopted many times by 
the Board of Transport Commissioners? 

A, I would not say "many times”, but I do know 
of one instance in which it has been done, in my own 
personal experience, 

THE CHATRMAN; Q,. Section 19 also gives them 
certain latitude for the expedition of their business} 
they nay sit eithsr together or separately, or privately, 
or in open court, 

A. Yes, 

MR, BRAZIGOR:; 49, Finally, ii. Walker, I would like 


to refer you to the Apvendix of Part 1 again, 
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TH CHAIRI“N: Just before we leave this, is this 
right, Mr, Evans: that the desire of your comoany is to 
have Section 51 of the Railway Act deleted entirely? 

UR, SVANS: No, If, Chairman, Section 52 subsection l, 

THE CHAIRIAN: know, but what about Section 51 
Pardon me, I should have said Section 52 subsection l, 

Do you wish that to be entirely struck out? 
MR, EVANS: Yes -sir, 

THE CHAIRMAN: That is what I thought, 

MIR, SHH&PARD: Perhaps my friends would like to 
have Section 38 struck out as well, 

MR. #VANS: We take no position on that, It might 
prove a useful section to remain. I have not considered 
ite 

THs CHATRIAN: What possible harm can Section 38 dn? 

MR. SHEPARD; I am not suggesting it can do any harm, 
Iwas just trying to find out if that was part of their 
DOS LOLON, 

THE CHA TRAN: Well, it was under Section 38, I 
presume, that the late order was made directing the Board 
to take an inquiry into equalized freight rates, 

TH: WITNESS; Yes sir, 

THE CHiIn AN: That section provides that the Board 
may be directed by the Governor-in-Council to deal with 
any matter or thing arising out of any act of Parliament, 
I have not heard any objection to it, 

MR. SH@PARD; I have not either, I was trying to 
find out whether they had, 

CH) OFA TRA Neg Sah right. 

Mie BRAZIGRS Oy | Mr. LACE ay. 1 would like to refer 
you to the Appendix to your Part 1 where, starting on 
page 14 you have the history of the development of the 


Canadian Pacific Railway, and thsre is just one statement 
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that impresses ie, representing British Columbia, On 
page <2 you are spaaking of the Comnany'!s fleet being 
heavily depleted by the second ‘orld ‘ar, | 

THs CHATRTAN: Are you talking of Volune 1? 

Mg oho Re On” The Appendix, my lord, at page 22, 
where I read: 

"The Company's fleet ==j—»' 

A. Yes, 

Toe CHATRHOAN:: What is the paragraph? 


MR. BRAZIER: Q, 


rg 


"The Company's fleet was heavily depleted ---" 

A. I haven't found it, 

Oe Page 22, 

MR. CARSON: In the middle of the PALS» 

Tia witheso: Oh ves, 

MIR, BRAZIGR: Q. In the last sentence of the third 
paragraph on page 22 you say: 

POT Une latter, four were recently constructed 

and two were acquired from the British 

Governient for trans-Pacific service but are 

being used temporarily on the Atlantic,” 

A, Yes, | 

Ye Am I to take it that the Company intends, at 
some time in the future, to re-establish its trans-Pacific 
steamship service? 

A, If and when conditions in China promise some 
Satisfactory return from the operation . of those ships, 
then, unquestionably we will, 

Qe But no definite date has been set yet when that 
may take place? 

A, ‘We do not know how Long it will take the 
communists to clean things up and becovje a recognized 
(overnnent, 


Ge Dut it is the definite policy of the Company 
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to eee re that service if those events occur? 

A, Yes sirs; not precisely the same kind that we 
had before, because we had luxury liners on the Pacific 
service before , and there may not be the scope for them 
today, with air travel growing to the extent that it has, 
But we certainly intend to participate again in the 
Oriental trade, if and when there is sufficient volume to 
justify it. 

Qe Pa Mam interested in the type of service you 
intend to re-establish there, in view of the fact that you 
have now established an air line from Vancouver to the 
‘Orient. 

A, Je have not made up our own minds yet, 

Q- You have ships there now? 

A, ‘Je have two, but they are primarily freight 
Ships with limited carrying capacity, I think you can 
take about 30 veople in them, But to travel comfortably, 
they cannot carry more than about 15, And there is some 
difficulty about carrying doctors and HUOSeSi te 0u 
carry more than a certain number of people. I have 
LOreovten Just whet - itis, 

MR, iiVANS : Mr» Chairvan, I now have the reference 
which I »romised to look vee AS ite We in 276, Interstate 
Commerce Commission Reports at page 31, a little paragraph 
which I propose to read, It follows some discussion of 
representations made by the Secretary of Agriculture, who 
had views as to the need for increased efficiency of the 
railways, and who thought that the increase in the rates 
ought not to be granted until after they were fully 
investigated. After reviewing this evidence, the 
Commission said this: 

"It was our conclusion in the prior report 

that an investigation of the subject, as sought 


by the motion of the Secretary of Agriculture 
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and by other motions considered in that Report 
would be so intricate and involved as to 
preclude its inclusion in the present investigat- 
ion, to which, inasmuch as it involved a 

change ina rate, fare, charge, or classification, 
we are required under Section 15, subsection 7 of 
the Act to give preference over all other questions 
pending before us and to decide sane as speedily 


as possible,* 


(Page 13567 follows) 
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---On resuming after recess. 
CROSS-EXAMINATION BY MR. CAMPBELL: 
Q@. If Mr. Walker would permit a question from 
Canada's smallest province -- 
A. Meaning? 

MR. CARSON: Meaning Prince Edward Island. 

MR. CAMPBELL: Q. In your cross-examination 
yesterday, Mr. Walker, at page 13433, near the bottom 
or thewpace;* lfind this quesvion: 

"Q. You would not suggest, Mr. Walker, that 
the operating conditions in the United States for 
American railroads are similar to Canadian oper- 
ations? 

Ac eVery  Simntiar. 

Q. 


~ 


You would? 
At ives 7" 

Mag. Vs "correct? 

Be Ne Bes 

Qe i f syould like te-imnvite vourrcomment ona 
press dispatch which I clipped from the Montreal Daily 
Star three weeks ago. It is dated at Washington, 
November 18, 1949, and reads; 

"A member of the Interstate Commerce Commission 
testified yesterday that the Government eventually 
may have to subsidize American railroads. 
Commissioner J. Haden Alldredge told a House 
Judiciary Subcommittee investigating monopoly 
that railroads last year lost $560 million in 
passenger operations. Commenting on the action of 
the Commission last Monday in authorizing eastern 
railroads to increase fares 12.5 per cent, 
Mr.Alldredge acknowledged that if the railways 


continued charging more and more for travel they 
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may 'price themselves out of the market’. As 
one of the Commissioners who voted in favour of the 
new increase, however, he reminded the subcommittee 
that the roads were caught in a current of rising 
wages and prices, particularly for fuel and supplies, 
and required higher fares to halt losses in 
passenger operations. The fare problem, Mr. Alldredge 
said, is not so much one of making passenger opera- 
tions profitable for the railroads as of halting 
passenger losses that have to be made up for out of 
freight revenues. He said that freight. rates 
probably could be cut 10 per cent if railroads did 
not take such large losses in passenger operations.” 
In view of your answer yesterday that operating con- 
ditions in the United States for American railroads are 
very Similar to Canadian operations, I would invite your 
comment on that press dispatch from Washington. 
Aww ened .aaomend operating .condit lons, in sihe 
United States operating costs, and of course from the 
standpoint of passenger travel there bs. werny dittie 
parallel between Canada and the United States, because 
as you know in every territory in the United States there 
is intense competition between sometimes two, sometimes 
three and sometimes four transcontinental systems for 
passenger business. They have gone to extraordinary 
lengths in providing streamlined trains and every con-~ 
ceivable kind of luxury to capture the passenger trade. 
These trains, while they may appear to pay on the surface, 
in fact only take away traffic that would be carried on 
their ordinary passenger trains if they had not gone in 
for this luxury equipment. To my mind that accounts 


very largely for the enormous losses in passenger business 
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in the United States. Fortunately we have not yet 

reached that stage in Canada, and I hope we never will. 
Q. I believe you have before you a copy of the 

Prince Edward Island submission, Mr. Walker. Would you 

turn to page 90. I would invite your comment on two 

or three sentences, which I will read. The first is 

on page 90 near the middle of the page and reads: 

"Col. William J. Wilgus (The Railway Inter- 
relations of the United States and Canada, 1937) 
states at page 282: 

'Public ownership of railways, nationally 
consolidated, thus being deemed to be unescapable 

Tmiithe ong mur oA. e" 

I suppose you do not agree with Mr. Wilgus? 

A.. I think that 6 pan largument or idefeat:. 

Q. At the bottom of page 90 Colonel Wilgus is 
quoted by Mr. Lesslie R. Thompson as follows: 

"But whether or not the majority of other 
students would concur, the author as a result of 
his own observation, and reading in this partic- 
ular field, has reached the conclusion that 
irrespective of" -- 

A. I cannot see where you are reading from. 
Q. The last paragraph on page 90. 
MR. CARSON: The quotation. 
MR. EVANS: The second sentence of the quotation 
at the bottom of page 90. 

MR. CAMPBELL: 

"But whether or not the majority of other 
students would concur, the author as a result of 
his own observation, and reading in this partic- 
ular field, has reached the conclusion that 


irrespective of its merits the public ownership 
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of rails in North America is coming to pass." 
You also disagree with that? 

THE CHAIRMAN: Would you please repeat that? 

MR. CAMPBELL: 

"But whether or not the majority of other 
students would concur, the author as a result of 
his own observation and reading in this particular 
field, has reached the conclusion that irrespective 
of its merits the public ownership of rails in 
North America is coming to pass." 

COMMISSIONER ANGUS: What was the date of that? 

MR (CAMPBELL: 1) 193%. 

THE WITNESS: 1938. 

MR. CAMPBELL: Q. 1938. 

Ae Ul ithinktrs ts timpdicht. an“ the languages ttselr 

author 

that the /recognizes there are a great many people at 
least, if not a majority, who are in disagreement -- 

THE CHAIRMAN; Q. I was reading; would you 

please repeat that? 

A. I say I think the passage itself Indicates 
that the author recognizes there are a great many 
people, tf novuatmajority of them, who would disagree 
withanis topinion, 

Mik} CAMPBELG: HO. eeaineluding yourself? 

A. Ineluding myself, although he did not have me 
in mind, I am quite sure. 

Q. At the bottom of page 92 there are these 
words: 

"Theoretically and logically public ownership 
and operation meets the known ills of the present 
situation better than any other remedy.” 

That is an utterance of Joseph B. Eastman, United 


States Federal Co-ordinator of Transportation. You 
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disagree with him? 

A. Yes); Liwoudd. 

Q. At the top of page 93, the second paragraph, 
there are these words: 

"I incline to the belief that such ownership 
and operation" -- 

A. Where is it? 
Q. The middle of the second paragraph on page 93. 

THE CHAIRMAN: It is really the first full 

paragraph on that page? 

MR. CAMPBELL: Q. The first full paragraph. 

"I incline to the belief that such ownership 
and operation" -- 

That is by the Government. 
"-- will be the ultimate solution of the railroad 
problem." 
You disagree with hat also? 
pe wWiess tfamtmakinenthisiall subject to qualifi- 
cation. You pick out a sentence here and there. That 
may or may not be the real sense of the whole document. 
Q. At all events, if that should prove to be the 
sense of it, you disagree? 
AR, Meshlel dVsagcreeiwithyr ty 

THE CHAIRMAN: He says: 

"T incline to the belief that such ownership 
and operation will be the ulégimate solution of 
the railroad problem." 

MR. EVANS: After referring earlier to the 

dangers of that. 

MR. CAMPBELL: Q.: Let us see how far you will 

agree, Mr. Walker. 


MR. EVANS: Would you read the last words, 
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"Nevertheless I am not now prepared to recommend" -- 

THE CHAIRMAN: "Nevertheless, I am not now 
prepared to recommend resort to public ownership and 
operations." Is he speaking of Canada? 

THE WITNESS: That is what I mean. You select 
a sentence out of what is presumably a large article, 
and you say, "Do I agree with that"? 

MR. CAMPBELL: I am not yet arguing the case, 
Mr. Walker. I am merely asking the witness some 
questions on cross-examination. When the time comes for 
argument I will point out that this was written many 
years ago, and conditions may now have changed. I am 
asking you if you consider that any conditions have 
changed. 

MR. CARSON: All that Mr. Evans is suggesting 
is that you might read the last paragraph. 

MR. CAMPBELL: I will be very glad to read it. 
Fifteen years ago this man said: 

"Nevertheless I am not now prepared to recommend 

resort to public ownership and operations." 

The Duff Commission many years ago said that it was not 
then prepared to resort to public ownership. 

MR. EVANS: What point are you making out of this 
article? 

MR. CAMPBELL: I am asking the witness if he 
Says that he is still of the opinion that there is, no 
case now for public ownership. 

Q@. You would disagree with this statement, even if 
it were made now, that there will be no ultimate solu- 
tion of the railway problem unless by government owner- 
Ship. With that you would disagree? 

A. Yes. I would not»say ultimately. I do not. know 


what the conditions may be ten, twenty or thirty years 
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from now. 
Q. But at the present moment that is your view? 
A. Yes, at the present moment I disagreee with it. 
Q. On page 91, paragraph (d), I should like to 
take this paragraph sentence by sentence and see if there 
is any agreement at any time. 
"It is obvious that if railways are to continue 
to meet the needs of United States and of Canadian 
transportation, new capital will be constantly 
required for extensions, improvements, rolling 
stock, and other capital facilities." 


Us that all right so far? Do you agree with that 


sentence? 
Ae Yess, 
Q. "This future capital can only come from two 


sources, the Government or the owners of private 

capital, | 

A. I agree with that. 

Q. "But private capital is only likely to seek 

investment when there is a reasonably sure return." 

A. I agree with that. 

Q. "But, due to the conflict between, on the one 

hand, rising operating costs and taxes upon rail- 

ways, and on the other, a constant and strong demand 

for reduction in freight and passenger rates, it 

becomes increasingly evident by examining the 

financial record of North American rails over the 

last three decades that the return to the private 

investor has been declining." 

A. I think that is probably the general trend, 
although there have been many intervals when it was not 
DOUG, 


Q. "Indeed, since 1931 it has disappeared in 
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many instances.” 

A. Notably in the case of the railroads that went 
bankrupt in the United States. 

Q@. And in the case of your own railway which ceased 


to pay dividends? 


Q. "If this decline continues, then ultimately 

no more private capital will be invested in rails." 

A. Yes, but that is based on the premise that 
operating costs and taxes on railways will continue to 
increase, and that the rail rate level will not keep 
pace with it. 

Q. So that you must have higher freight rates or 
less operating costs? 

A. One or the other, yes. 


Q. And the only alternative to that is government 


Boe On nto: 

Q. Let us see where the fallacy is. 

A. I do not see the objection to higher freight 
rates when the general price level of the whole community 
rises. 

Q. I was not speaking of any objection to it, 


Mr. Walker. The railway must have more revenue? 


A. Or less expense, yes, 1 agree. 

Q. And the only alternative to that comes from the 
government or bankruptcy? 

Bet Lee. 

THE CHAIRMAN: Q. How might less expense be 

brought about, Mr. Walker? 

A. Well, Mr. Chairman, it is not inconceivable that 
wages will eventually go dow instead of going up. I 


think it is quite possible that there will be a material 
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reductiion in the price level from the present 


inflationary level. 


(Page 13577 follows) 
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MR CAMPBELL: Q. And I suppose the competition 
of trucking plays some part in the picture? 
A. A very important part. 
Q@. If you would turn, Mr. Walker, to the bottom 
of pare 95>) they laste two Lines on the pages “thts 2si4 
quotation from the magazine "Fortune" of June last: 

"The trouble with the rate structure today is 
easy to comprehend. It is being assailed by compet- 
ing trucks, not as a whole, but only where it offers 
the most tempting opportunity. The trucker, as one 
embittered railroadman puts it, ‘can roll away with 
the profitable suits and dresses and leave us hauling 
the unprofitable canoes and lampshades.' The bigger 
part of truck competition, as a matter of fact, comes 
not from the so-called ‘common carriers', which issue 
tariffs and run on schedules, but from privately 
owned trucks and ‘contract! carriers. Thousands of 
companies are shipping their products in their own 
trucks. Hundreds of truck owners are taking smaller 
companies' shipments in cargo lots, at rates that 
are negotiated to 'suit' the occasion ~~ an illegal 
practice tor railroads 

THE ALTERNATIVES 

"So what can railroads do? In the main, and in 
the lone run, there are only two real alternatives’. 
One is to let rails assume a more dynamic role in the 
economy. This means that government and labor must 
stop treating them as the monopoly they no longer 
are. It means that they must be allowed to abandon 
hopelessly unprofitable operations. It means they 
must be allowed to market their product ~- to set 
rates quickly and boldly." 


And the next paragraph: 
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"The dangers of such renewed 'freedom! would"--- 

MR CARSON: You might read the next sentence 

there. 

MR CAMPBELL: I am just trying to save time. 

"They should be allowed, for instance, to make con- 
tract rates just as the highway carriers make them -- 
on the moment, by negotiation, even without palavering 
endlessly with other railroads. All this means 
nothing less than a radical revision of the Interstate 
Commerce Act, which for a half century has hog-tied 
and hamstrung the rails with its intricate windings 
OfonestrictionvandYproetocol. 

"The dangers of such renewed 'freedom' would be 
Obvious, and one can already hear the howls of dismay 
from the competing front. Admittedly a railroad could 
put almost any competitor out of business by under- 
cutting him and then recouping its losses on 'railbound' 
traffic. Not that this recouping is categorically bad: 
Justifiable rate reductions on competitive traffic must 
necessarily be compensated for by relatively higher 
rates on rail-bound traffic. Some regulation, neverthe- 
less, is necessary to prevent the railroads from abusing 
their position. They must also modernize and rehabilitate 
to operate more efficiently and thus avoid throwing the 
whole cost of competing on railbound traffic. Yet the 
real point is that the railroads' position has changed. 
Owing to trucks, it is not at all what it was when the 
I.C.C. was invented. The rails are now engaged in a 
death struggle with an enterprising competitor. They 
mustabewset free to fight. 

"THE ALTERNATIVE to this 'freedom' is that the 
government will have to take over the railroads and 


operate them." 
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Q. I would invite your comment on that. 

A. Well, DZ agree with it;, except: that. Indo not agree 
that setting the railroads free would necessarily restore 
the dangers that existed when railroads were a monopoly. 
I think a measure of control can be preserved both by the 
Interstate Commerce Commission and by the Board of Trans- 
port Commissioners which would avoid shippers being -- I 
have forgotten the exact language he uses -- which would 
prevent the railways, to use his language, from abusing 
their position. I do not think anybody would suggest 
that railway regulation should cease in this country, but 
the conditions under which the railways operate as he 
describes them are precisely what I meant when I said that 
we were under wraps in competing with the trucker. 

Q@. » Thank you. Now, at page 13402 of your evidence 
yesterday, Mr. Walker, in the centre of the page: 

"A. So long as that rate is level and reasonable, I 

do not see whether"--- 

MR EVANS: (I think that is a mistake; I, think 
that should be "So long as that rate level is reasonable". 
THE WHINE 40 Yes. yes” 
MR CAMPBELL: "So long as that rate level is 
reasonable”. Yes, that reads better. 
THE CHAIRMAN: Would you read it now as corrected? 
MR CAMPBELL: "Aw. So long as;that rate devel is 
reasonable, I do not see whether it makes any differ- 
ence whether freight rates go up 50% or 100%." 
Now--- 
MR EVANS: Read on. I think you should read the 
whole answer. 
MR CAMPBELL: "The base must be reasonable and 
every other commodity in this country is selling, not 


at 50% but at 60 or 70% of its current price in 1939 
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and we are paying those prices." 

Now, with Mr. Carson's permission, may I go back 
to the first part of the answer: 

"80 long as that rate level is reasonable, I do 
not see whether it makes any difference whether freight 
rates go up 50% or 100%." 

Q. Now, the word "reasonable" is what interests me 
there, Mr. Walker. By "reasonable" I take it you mean 
reasonable to the railways? 

A. And. to the shippers. 

QQ." Well, now; let me’ sce if thatiis' what you do mean. 
Mr. Pitblado in the 30% case -- that is the 21% case -- 
you will find this at page 103 of my brief, the Prince 
Edward Island brief, the: first full paragraph on page 103 
and the second sentence: 

"Mr, Pitblado argued on behalf of the railways"--- 

MR CARSON: "And if, as Mr. Pitblado argued". 

MR CAMPBELL: "And if, as Mr.Pitblado argued" -- 
certainly everything that Mr. Pitblado argued should be 
preceded by an "if", as Mr. Carson says. 

MR CARSON: No, no. If you are going to quote 
from your briet, quote 20 accurately; itnat. is ais, youare 
being asked to do. I have never heard of counsel objecting 
to being asked to quote accurately. 

MR CAMPBELL: "If, as Mr. Pitblado argued on 

behalf of the railways in the 30% Case, (page 15621), 

no General Freight Rate Enquiry but only a revenue 

cease was within tne jurisdiction of the Board, and 
aan jurisdiction extended only to the fixing of rates 

'just and reasonable to the railways'," --- 

ME EVANS Veinac TS not: a quotation, 

THE WITNESS: Oh, well, Mr. Pitblado never had 


any intention in the world of suggesting that rates should 
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be just and reasonable only to the railways. That sug- 
gestion is perfectly absurd. 
THE CHAIRMAN: The Railway Act provides how 
rates must be. 
MR CAMPBELL: @. The rates must be higher than 
they are now, Mr. Walker? 
A. Under present conditions? 
Se NG isa 
A Quite obviously. 
Q. Regardless of the burden, as it was called in the 
20% Case, regardless of the distribution of the burden or 
of the so-called equalization of inequities -- I refer you 
now to the top of page 98. 
Ae OL. Whats 
Q. The top of page 98 of this Prince Edward Island 
brief, quoting Dr. Dorau, where he was speaking of 
raising the amount required for capital expenditure of the 
railways: 
"T did not overlook the question of raising the 
amount as a whole." 
A. 2am sorry, I have not found it. 
Q. At the top of page 98. 
DEMON wey ces 
Q. "I paid no attention to the distribution of the 
burden or to the so-called equalization of inequities 
that might exist in any given structure, but I did 
inform myself as to what the real burden of cost of 
transportation in this country Mes pee. as. tne 
problem of distribution among classes of consumers and 
by areas is not part of my concern from the stand- 
point of measuring the investor's willingness to 
prefer or accept on equal terms this enterprise as a 


place to put his money as compared to others. I do 
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believe frankly the investor cares much or bothers 

about what that distribution might be." 

A. He was speaking entirely from the standpoint of a 
citizen of the United States or Canada who is looking at 
ten or twenty or thirty places in which to invest his 
money, and such a person obviously would not be concerned 
as to' whether Western Canada paid most of the freight or 
Eastern Canada paid most of the freight. Why would he? 

He is only interested in the return on the money he invests. 

Q@. In other words, the investor is not interested in 
Canada? 

A. Oh, nonsense! 

Q. Who is this investor, for the large part, Mr. 
Walker? Is he a Canadian? 

A. There is a very large number of them. 

Q. I suggest to you that of the ordinary stock of the 
Canadian Pacific only 14.30% is held in Canada? 

A. I think you are probably right. 

Q. And of the percentage stock only .46%? 

MR CARSON: The preference stock? 
MR CAMPBELL: The preference stock. 

Q.y ANG they OL the “total “stock, that ws} taking the 
perpetual 4% consolidated debenture stock, the preference 
Stock 4%, and the ordinary stock, adding together the per- 
centages of those three, of which the total would be 300%, 
that 204.98% of those are held in Great Britain alone? 

A. Well, I accept your figures. I have not got the 
Calculations, but I have no doubt they are correct. If we 
find any error in them we will call your. attention, to “1. 
The Canadian Pacific would never have been DUE, sim, at 
it had not depended on capital from Great Britain. There 
was not enough money in Canada to build it, and for a great 


many years those English investors got a satisfactory return 
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on their investment, and that is why--- 

Q. I agree. My question--- 

MR CARSON: Would you let him finish, Mr. 
Campbell, please? 

THE WITNESS: That is why so large a proportion 
Cf (our securities are held in Great Bri rain. 

MR CAMPBELL: Q. My question had an entirely 
different purpose, Mr, Walker, | 

A. Well, maybe, but it was sufficiently pointed to 
provoke my answer. 

Q. Iwas wondering, frankly, Mr. Walker, whether 
these holders of shares, with the present position of the 
dollar, might not be interested in selling them. Now, I 
hesitate, Mr. Walker, to bring up a matter which is found 
on page 94 of my brief, because the C.P.R. is a great 
institution, but we in Prince Edward Island are very small. 

A. You do not enjoy the benefit of our services, 

Q. For one thing, we do not enjoy the benefit of 
your services, although, since you have mentioned that -- 

I did not intend to mention it, Mr. Walker -- we did enjoy 
for some years the benefit of the Dominion Express Company. 

A. i Was not even aware of that. 

Q. When you came in for a few years and then withdrew. 
Did you find that the competition afforded in the case of 
the Dominion Express Company improved the service of express 
in Prince Edward Island, or were boxes lost? 

A. That was long before I had any executive respons- 
tba tia, 

Q. No more would you know whether it tended to reduce 
express rates? 

UUs Ta Wes 

Q. At page 94 -- as I say, you will forgive my re- 


ferring you to this paragraph; I do so only because of our 
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Smallness in Prince Edward Island: 

"In the minds of many people a legend has eur 
up around the Canadian Pacific R@ilway, that this is 
a great national work forming in some way an arch in 
the structure of the British Empire, but yet that it 
was a self-created institution, or at least that it 
was the product of the money put into it by its 
private owners. A few facts will correct this mis- 
conception. The actual beginning of construction work 
on the system was in 1874, and during the four years 
of the Mackenzie administration, and for over a year 
after the return of Sir John Macdonald to power in 
1878, it was carried on as a government work. When 
the government in 1880 handed over the work to the 
Canadian Pacific Syndicate which was succeeded by the 
Canadian Pacific Railway Company in the following 
year, the company received as a gift 710 miles of line 
in various stages of construction, which had cost 
$30,818,414. Then re government gave it a cash sub- 
sidy of $25,000,000 and 25,000,000 acres of land; with 
exemption from duty on most of the imported materials 


of construction, 


(Page 13587 follows) 
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the government granting lands for right of way; with perpetual 
exemption from taxation on its property; and later on when 

the company came back for more help, loans and guarantees of 
interest costing the country $35,000,000 to $40,000,000 were 
made. Bonuses were given to the Canadian Pacific Railway 
Short line to the Atlantic - which had the effect of taking 
away much of the revenue from the government!s own line, the 
Intercolontal = amounting to three or four millions. The 
company started out with the ambition of monopolizing the 
traffic of the West, and to this end got the government to 
consent to refuse a charter for twenty years to any line south 
of its main line except in a south-westerly direction; 
(Agitation in Manitoba in the elghties forced the surrender of 
this feature of the monopoly, but at a cost to the people 

of a money guarantee amounting to $25,000,000 in bonds running 
for half a century,) and with the same object they got posses- 
Sion by various means of a number of independent local lines 
that had meantime been built. Some of these lines were bought 
on the bargain counter, some of them taken over in a state of 
insolvency, but all of them having previously been aided by 
cash subsidies, by gifts, by land grants, or by loans, some of 
which were never repaid." 

| ° As I say, we are small in Prince Edward Island. The 
reason that I presented that paragraph to you for your con- 
Sideration is that whereas 710 miles of railroad seems like a 
bagatelle to the Canadian Pacific Railway, we in Prince Edward 
Island have had it thrown in our teeth in every rate case, 

on every case that we have been on, every, subsidy case, that 
"vou were given the Prince Edward Island Railway and the 
Dominion Government assumed the liability of some two hundred 
miles, That was a big present to the people of Prince Edward 


Island". So, when we see 710 miles handed over to the Canadian 


Pacific Railway - 
(Page 13590 follows) 
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Mie mavro yo obs this Fane eran patil or a speech? 
IR, CAIPBELL: ©. tam merely apologizing to the 
witness for thinking that his railway should regard at all 
the mere inconsequential gift of 25,000,000 acres of land, 
which is exactly twenty-five times the size of the Province 
of Prince Edward Island, 

THE ORVIRUAN 2°. ° Whateas your ‘duestion? 

MR, CAMPBELL: have Cais in my term emytlord, 
and were 1 to stand here without inviting comment from 
this witness, <bimightbe criticized,’ “sol merely put the 
paragraph in front of him and invited his comment on it, 

MR, CARSON: It is quite a big a paragraph. 

TTR, CAMPBELL: Very well, 


THE CHATRUAN: I presume, Mr, Campbell, you intend 


to argue something from it later One 

MR, CAMPBELL: Yes, my Lord, and 1 fei) Db micghs 
be Cripicized. for askins or, areuine about it 1f° 2.007 nov 
present it to this WitneSSe 

THe CHAIR AN; Well, it is in your brief, and you 
can argue anything which is in your brier. 

DR, CAMPBELL) O, Now, Mr, Walker, will you please 
turn to page 97 at the top of the page, where this 
quotation from the"Toronto Saturday Night"is found which 
reads: 

mIndeed, so rich are we that we not only pay 

these extra workers at the prevailing market 

rate, but we actually pay them whatever they 

like to ask, since if we did not do so, they 

would go on strike and deprive us of an 

essential element in our economic life, They 

are now preparing to make some new demands 

in the way of wage increase and improvevients 


in working conditions, which will no doubt 
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be granted after a little of the usual haggling; 

But it might be worth considering whether we 

could not make future wage increases conditional 

on the consolidation of the two systems and the 
pensioning off of the supernumerary employees, 

For while we realize that no worker can nowadays 

be dismissed merely because his job has become 

redundant, it might still be possible to 

Look after him only for the rest of his ig etc 

and to start saving money on him as soon as he 

is dead," 

Ay I-do not frankly think this Commission is 
seriously interested in the observations of newspaper 
columnists, 

Q- Are you saying that you have no interest in that 
statement? 

A, if you are interested in the wage increase, 
Mr, Crump, who will follow me in the witness box, was the 
man who negotiated, and he will tell you in detail what 
happenede 

Ye But you already told us yesterday, if, Walker, 
at page 15471, where I read: 

",. You said a moment ago, Mr, ‘Valier, that “in 

1947 or 1948 you had to absorb an increase, 

a wage increase, which cost the Canadian Pacific 

how many millions? 

Ae ‘ell, I nay be wrong as to dates; I will 

give it to you accurately, ifr. frawley. Up to 

the end of 1945 our aggregate cost for increases 
in wages over the level of 1959, and on the sane 

comparative volume of traffic, was 26,139,000, 

Now, in 1946 -- I am wrong; I said 1945, I 


think---in 1946 we had to absorb a wage increase 
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amounting to 316,500,000, and in 1948 we had 
to absorb another wage increase which cost us 
327,000,000," 

Ve Now, when you say you had to absorb that 

wage increase which cost you 327 million, that is 

the one that was settled in the atmosphere of 

a threatened strike? 

tie LOS a! 

ANG. -chene eb! page. 56/70) tie last naragraph, il 
reads 

morale which it is suggested must affect officers 

and emoloyees of the Canadian National in 

serving a railway which, to put it briefly, does 

not pay its way. Jtndeed in recent years the 

inability of the Canadian Pacific to earn 
adequate net revenues (vhile gross earnings 

were at the highest level in its history) 

has ».roduced a like feeling on the part of its 

officers and employees, aAiifering tit Boral, 
only in degree, from that of the officers and 
employees of the Canadian National." 

So it would appear, would it not, Mr, Walker, that 
the more pay you give to the employees of the railways 
the lower becomes their morale, 

Ae On} 

Q. its it correct that their morale is lower as 
their pay goes up? 

ppsslh Tt saiditoffioers rand employees", I meant 
executive officers, not the men who are getting the wage 
increases, so far as our system is concerned, 

Qe Oat see , You say there is no Lowering of 


morale among the dining car crew, the conductors, and 
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people of that sort? 

Ae IT hope not, 

2. %Lmay have misunderstood it, 

Ae JI may inadvertently have used the word 
"employees", 

O16, lsam enotdspeaking, of you, particularly, Mr 
Walkers I understood that the Canadian National suffered 
it, that both railway systems were affected, Jt did not 
wnow itcuntil> you said, it yesterday, that their system 
felt.a lowering of morale; did I hear that put forward 
by the Canadian National, that their morale was :lowered 
all down along the line, and that their porters, their 
conductors, and their dining car people didi notefechl 
like doing a good day's work because the public was saying: 

"Oh you have got this deficit"? 

A. Their attitude of mind is dictated by what they 
see. They see men in other occupations earning certain 
salaries and they believe they should be earning as much. 
Then when they realize that the people for whom they 
are working are not making any return on the investment 
such as industrial concerns are, I can quite conceive how 
it would affect their morale. 

There is not an industrial enterprise in this country 
today which is not infinitely more prosperous than it was 
in 1939. You cannot pick up a newspaper without seeing 
that this or that concern has increased its dividends and 
has hadipthe sbestiyeartin its history. 

Now then, even supposing that railway men have received 
an increase which they think is only commensurate with the 
increase which has been paid in other industries, I can 
quite understand that they might feel disgusted at the fact 
that the enterprise they work for should be in the red. 


Q. Oh, you would agree with Mr. Kelley who was here 
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the Other day on the stand, when I pointed out to him 
that the average pay roll earnings by employees of the 
principal railways in Canada for 1948 was $2,729,10. 
and I pointed out to him that the average cabinet minister 
gets less than that in Prince Edward Island. Then 
Mr. Kelley suggested that was the fault of the cabinet 
ministers. 

Q. That was what? 

MR. CAMPBELL: Q. That it was the cabinet minister's 
lookout and not his. 

A. There is nothing rational about earning power. 
Some starlet in Hollywood makes a lot more money, probably, 
than all of us combined in this room, It is economically 
Buby, OME So AS io GON UGLOn. 

Q. So therefore you would agree that to have average 
payroll earnings for railway employees of $2,729.10 
might be economically silly? 

A. I do not know how that wage level compares with 
other industries. 

Q. Now at the back of book’ 2, in the Canadian 


Pacific submission, at page 16 - 


> 


Which volume? 

Q. Of Part 2, page 16 at the back. 

MR. EVANS: That is the "Ciitline Submission". 

MR. CAMPBELL: Yes. 

MR. EVANS: The Appendix. 

MR. CAMPBELL: Q. There may be some other place 
where this agedaita. but this was the only place I was 
able uo rina. 

MR. EVANS: We reproduced the "Outline Submission" 
at the end of Part 2 as an Appendix to Part 2, following 
page 17/0. 

MR. CAMPBELL: The second paragraph on page 16, 
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"As to the recommendation in Part 2 --- 
THE CHAIRMAN: Pardon me, but we would like to 
PivTiduies 
MR. CAMPBELL: It is at page 16. If your lordsHip 
would start from the back of Part 2 and move in two 
pages. 
THE CHAIRMAN: Yes, we have it now. 
MR. CAMPBELL: iv isan Appendix: toy Parte 2. 
THE CHAIRMAN: Yes, we have it. 
MR. CAMPBELL: Q. page 16 is headed: 
"The submissions of the Province of Prince Edward 
isiand>.2 
And in paragraph 2 I read; 
"As to the recommendation in Part 2 Canadian 
Pacific is opposed to the amalgamation of the 
railway of Canadian Pacific with that of Canadian 
National" 
Do you agree with that? 
A» Yes: 
Q. Were you an officer of the Canadian Pacific 
Railway in 1933? 
A. Yes, I can safely I was. 
Q. Would you please turn to the bottom of page 106 
of the Prince Edward Island brief. 
A. At the bottom did you say 
Q. Yes, if you please. Sir Edward Beatty was 
Speaking to the Canadian Club in Toronto on January 16, 
1933, and he gaid: 
"If we were mistaken in our appreciation of the 
value -of competition, or did not sufficiently 
realize the waste and losses it involved, and 
especially involved in railway competition between 


the Government of Canada and a private company, should 
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we perpetuate another fallacy on the assumption 
that we can have competition and co-operation 

that we can struggle for conflicting interests 

and yet not conflict? Why delude ourselves in- 

to the belief that we are supermen, indifferent 

to the spirit that competition and contest provoke, 
that we can maintain our own traffic and revenues 
and yet divide them, that we can act like enemies 
and friends at the same time, and, lastly, that we 
can afford to do the things we cannot afford to do 
and perpetuate the waste we cannot afford to per- 
petuate." 

And again, on February 8, 1933, at Winnipeg, he said: 
"Some of the proponents of continuation of the 
present situation begin and end all arguments with 
the simple phrase: 'It is against the interests of 
this country'. I often wonder if those who so 
Gomplacently use this argument ever seriously 
consider what the interests of Canada are. Do they 
consist, in their estimation, in the maintenance 

of two systems operating in competition and under 
the hazard of possible bankruptcy, or in a unified 
System which will provide adequate facilities 

to all parts of Canada, with economy in operation 
and administration not possible of attainment by 
any other method? 

No scheme of co-operation between competing companies 
however far it may be pursued, will effect these 
essential economies without risk to the integrity of 
one property or the other, and corresponding damage 
to Camadian Gregi-h. 

The mecessary economies can be reached through some 


form of unified operation and control. --- 
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fC am unqualifiabily in favour of unification of 

these properties for the purpose of administration. 

Most careful and comprehensive enquiries by the 

officers of the Company --- 

Of whom you Say you were one, Mr. Walker --- 

A. When I said that I was one, I was out practising 
law in the province of Alberta at that time. 

Qs> IT mean I asked you that question. 

Ay “AP Ga10* lo wasan Officer: of the: company... Bat i 
had no executive responsibility. iI was merely solicitor 
for the Province of Alberta. | 

Q. "Most careful and comprehensive enquiries 

by the officers of the Company have persuaded 

me that under unification permanent economies of 

seventy five million dollars’ a year will be secured 

afterray reasonable period hasvelapsed toppermit 
adjustments to be made in an orderly way. These 
economies are not of the temporary or distress 
variety which the depression has’ forced upon us, 
and they are not designed to eliminate any 
essential service to the public or remove trackage 
where its retention is necessary in the National 
interests’, and where there is not already in 
existence another facility capable of adequately 
providing for traffic needs." 

And again, at the top of page 108. 

MR. EVANS: Is there a question here, or are you just 
going to read your brief? Ts there a question for the 
witness‘ 

MR. CAMPBELL: If my learned friend has any objection, 
I am in exactly the-same position with regard to this as 
I was with regard to the other paragraph. 

THE CHAIRMAN: With regard to what? 
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MR. CAMPEBLL: With regard to the other paragraph 
which I mentioned some time ago. 

THE CHAIRMAN: I was wondering if it would be possible 
for you to shorten your questions a little bit- and give 
Mr. Walker just the gist of these various statements which 
are made and ask him if he agrees with them or not, then 
I think we will have something which will be of value. 
Otherwise, if you are simply arguing in favour of a 
certain disposal of the railway problem, I think that had 
better come later on. 

MR. CAMPBELL: Q. You are not in favour of unification 
as proposed by Sir Edward Beatty in 1933? 

An) YOU, did not, ask me that. You asked me if IT was 
in favour of amalgamation. 

@. Well, I am asking you now. 

A. That is a very different problem. Unification 
is not amalgamation. However, the situation has very 
greatly changed. Sir Edward Beatty was a wise and far- 
seeing man, but he did not foresee another world war, 
nor did he foresee the extraordinary advances in industry 
and in the economic life of Canada which followed that 
war. 

Q. At the bottom of page 13394 of your evidence 
yesterday I read: 

"No more today than in 1917 or in 1931-2 does 

the Canadian Pacific want to be taken over by the 

Government." 

Was it the proposal of the late Lord Shaughnessy that the 
Canadian Pacific be taken over by the Government? 

A. At-one time, in. the early days,’ I. think it was 
back in 1916 or thereabouts, when the results of the 
Grand Trunk Pacific venture were becoming apparent, he 


did suggest that the systems of railways should be 
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unified and that they should be operated under one 
management, the Government guaranteeing a fixed return. 
He did not specify what that return should be, but 
suggested that it was a matter of negotiation, and that 
the Government should guarantee a return to the stock- 
holders of the Canadian Pacific. That was the only 
consideration I remember. 

Q- And then, the Government upon undertaking 
such a guarantee, would become the owner of the Canadian 
Pacific? 

A. Well, the property was to be managed by the 
Canadian Pacific in order to remove it as far as 
possible from political interference and control. 

Q. And the title would be in the Government of 
Canada? 

Ae tO not iknow ww. /L (do wotebhinic they even got 
that far. 

THE CHAIRMAN: You refer at least to what 
Lord Shaughnessy said at page Lie of your brief. 

A. It was a proposal that was never seriously 
considered by the Government, or at least they gave no 
evidence that they ever did Sermtous.ly -considen. t \. 

MR. CAMPBELL: No, but Lord Shaughneesy seriously 
considered it? 

A. Yes. 

Q. And he proposed it to the Government in 1917? 

Bone NO Mit bos ine 

MR. CAMPBELL: Q. And again in 1921. In 1917 


endragain in 1292]. 
THE CHATR:AN: Now, Mr. Campbell, these things are 


all set out in your brief ag facts, with the references 
the dates, and the names of the persons. What is the 
object of your present examination of Mr, Walker? Is it 


to ask him whether he agrees or disagrees with these 
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Opinions expressed from time to time by other officers 
of the Canadian Pscific? Or do you wish him to admit 
that these things were said? 

MR. CAMPBELL: Q No. I was wondering if Mr. 
Walker desired now to qualify the sentence at the bottom 
of page 13394. 

A. I have not the Slightest desire to Gus la Tait. % 
in any way. 

Q. No more today than in 1917 does the Cenadian 
Pacific want to be taken over by the Governments 

(No answer ) 

MR. CAMPBELL: Thank you, Mr. Walker 

THE CHAIRMAN: Does anybody else wish to question the 
witness? 

CROSS=EXAMINATION BY MR. HUME 

MR. HUME: Q. I have not got very many questions; 
but there were one or two points which came up as & result 
of your statement yesterday, which I would like to ask 
you about. The first of such appears in yesterday's 
transcript at page 13362 in the second paragraph of your 
Statement, wherein the second sentence contains these 
words: ‘Rapid growth of unregulated competition"; and 
what I wanted to ask you, Mr. Walker, is whether or not 
you are referring there to the competition of the 
Shipper who is moving his own goods in his own vehicle? 

A. That is one of the factors, unquestionably. 

Q. Well, is there any other competition you are faced 
with that is unregulated. 


eet PALS « There is the operation of contract 


carriers and licensed truckers. 
Q. Well, "unregulated" by whom? 
A. I do not mean completely unregulated; but I 


mean: Are unregulated in the sense that they are not 
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LOO Mr. Walker Cr-Ex. 


under the same statutory duty to carry and provide 
facilities for the carriage of all commodities, as are 


the railways. 


Q Are you familiar with the statutory provisions 


of the various provinces relating to commerce? 


(Page 13608 follows) 
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As Not with all of’ thém,°no} in Pact not as:of 
recent date with any of them. 

Q. So that so far as you know there may be, let 
us say, some provinces that have statutory requirements 
as to these various matters? 

Aver There may be, aves; 

Q@. In other words, when you use the words 
"unregulated competition" you do not mean that in the 
Sense that one might mean it; you mean it in the sense 
that the railways are regulated? 

A. To a vastly greater extent than are the trucks. 

Q. Yes. Is it fair to paraphrase that phrase 
by saying this, the rapid growth of competition 
unregulated by some central authority; is that what you 
mean? 

A. No. That would be true in so far as inter- 
provincial trade is concerned, or interprovincial 
trucking is concerned, but I doubt whether even in 
those provinces where the statute may provide for 
regulation in explicit terms, it is feasible or prac- 
ticable to enforce those regulations. 

Q. You do not know, however, from your own 
knowledge, whether or not the provinces that do impose 
regulations, let us say, on rates -- whether or not 
they do in fact police it? 

A. Well, I think perhaps they may possibly police 
them on rates, but even there I do not know how far it 
can be made effective. I know that the statutes provide 
for tariff rates and the observance of these tariff 
rates by highway carriers, but certainly in my own 
experience in the province of Alberta there was never 
any attempt at enforcement. 


Q. Of what time are you speaking? 
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A. I am speaking of ten or fifteen years ago. 

MR. O'DONNELL: There has not been any change 
since, 

THE WITNESS: But the statutes were in force 
in those days, just as they are now. Even in the 
instances that we brought to the attention of the 
provincial authorities no action was taken. I grant it 
se Gifricult provien, 

MR. HUME: Q. Do I interpret your last answer 
tO indicate that there isa real problem even in the 
provinces trying to regulate and police a large number 
of commercial truckers? 

Ae Ee oo indeed . Tt Chink aoe a very Garr teu Lt 
problem to solve, and even reputable truckers suffer 
from it no doubt almost as much as we do by reason of 
the fact that there are irresponsible truckess. who 
defeat the purpose of the statute. I think most of the 
trucking companies make an honest effort to observe the 
law, but there are a great many who do not. 

Q@. Then, Mr. Walker, will you agree with me if 
that is so within the provincial sphere it would be 
increased a great many times by attempting to regulate 
that industry, if it were constitutionally possible, 
from a central authority in Ottawa, let us say? 

A. No, \lthinkithe: problem could be solved if 
some constitutional changes were made, and I do not see 
any reason why they could not be made or should not be 
made. First of all, all that is necessary to accomplish 
it is for the provinces to surrender to the Dominion 
their control over the highway carrier as a carrier, 
not with respect to the use of their highways or safety 
reeulations or thingssoturbat kind, but: meneiy to. transfer 


jurisdiction fram the province to the Dominion in respect 
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cr-ex 
of his function as a carrier. No one has ever suggested 
or could suggest that the jurisdiction of the Board of 
Transport Commissioners over purely intra-provincial 
rates has caused any hardship to Alberta or Manitoba or 
British Columbia any more than it has over inter- 
provincial rates. I think with an honest effort a 
scheme could be worked out between the provinces and the 
Dominion by which the Dominion could assume complete 
jurisdiction over the operations of highway truckers in 
respect of thelr operations as carriers, without 
surrendering any jurisdiction of the provinces over the 
use of their highways or safety of the operation. 

QQ. "Then; Let me ask you this, Mrs Walkers. “Lf 
that came about, and it were possible by what you suggest 
that some tribunal or board under the Dominion Parliament 
could assume this jurisdiction, and they took this 
position that the situation as of now would not be 
changed, would that satisfy the railroads? 

A. The situation as -- 

QO. AS it) Stands’ today., They are nov going) to 
interfere with the sectional regulations that now exist 
in each of the provinces. Would that satisfy the rail- 
ways? 

A. \ The two could not stand together... 1 do nov 
think you could have Dominion control over the carriage 
of goods by trucks and at the same time provincial 
control. 

9. Let me ask you this -- 

A. You would get into the same confusion you have 
in the United States where there is divided jurisdiction 
as between the Federal Government and the state govern- 
ments with regard to interstate commerce and intra-state 


commerce. 


7 we 
7 


a 
&. Ee-th : 


- eel ag me eS 


."S ’ : oye > ‘ : y by 
ae * ; “at X — 4s 
Pe geRGNE eve asi of. ob 78 me no “ea nota oem 


. ‘W 

wea 
oo 

a 4 


fo Steet 5x9 ‘to sol totbabaut sat § sd dom oe 
rs val 402 ane baie 
iatontvotd-stdat ecorug ovo” are Si BbLmhs 
lo yes aft gel “ih fide an - 
~#@ efotiseM to ayrodla od qtiabred ti ‘beaiito a 
Hi - asp Oe \ 
ae enedut revo asd df madd rom Yat ‘atdawted = 
7. he ae , ‘+ ia be 


& Feotie s4saond nea Audiw ait t eee tstoatreng 


edt bas aeonivotq odt seewied dye beso od biivos “sodton aC 


Wein 


otefanioy sitsiséee bleos aelarmott ant fo attr ¥o pointed: 


ai wrovouyd vawdyia te anolzategs sad 4240. tio fteiba baw, 
toude lw ,ateitties as efoisAtege ated 3 to fooqeor 
sit "o¥a geontverq odd 16 aotderbe bent, ins gaitebnetive — 
] AStIHrede add Yo yielss 40 ee a berid to sew 
TT .tesleW «aM einy voy Hag of 441 ett 6p. 7 
yd sidtsaoq stow if ons ,duedR ome send 
wane inet avtntgad etd sepay Based to tended omoe dsid 
4ooJ Yeu? bas ,Meltotbalsul utdy stvess Bindo 
tan bivew wo ‘to es soidsudie Ad Fads fotdiaeg. 


Papsorlteay ody vileistee Jans Blyow beasts 


Shine Wod dedt andoktaivier [snéNase Sid ddtw e<strsint 

> « ae ae . a. = ¥ % « fo. lal 

SHay DLVOW .8S6H! vortd siv 26 fioss af ; 
. 


téyew le 


03 05 > .aerdebo?d BHBIB Som Bleods oWF OAT «A 
: 
eyalems etd revo Lovraos Aotained avad Bluon voy Aatd? 
; z a 


inlonivoig ould see Sit 6 bas Glourd ¥S Bhooa to : 
.lortnoo 

~« Bit? soy Wak oh tel .f 

vireo Sieg dni dt oY <A 
fut Sebivib’ ef pied bts ertw. wood bod tat! atid ab 
ts of? Bre snearesvo8 ope Heonded 


- 136% - Mr. Walker, cr-ex 


Q. Let me ask you this. If this central authority 
were to take the position that they approve of the regula- 
tions that now exist in the Province of Alberta -- you 
have mentioned you have some experience there -- and that 
the situation that now exists in the Province of Alberta 
shall be Dominion-wide, would that satisfy the railways? 

A. I don't know what the regulations are today in 
the Rrovinge of pA bert a. 

Qe wu sam Sonny, Ll tHhovugnu vou Saldavyour-experience: <- 

A wel pea. LO yr. 

QQ... 2 neard/ somebody. say,, andul think 10 was my 
friend, Mr... O'Donnell, that, there, hasbeen no; change 
Since you were there.,..In other fone -- 

A... L cannot, conceive of the. Dominion adopting any 
particular province's .regulations ; i shout) think they 
would want to work out their own with a eombination of 
probably the best features of all of. them. 

Q... May 1. suggest this, to, you, ,andislfi my 2nter- 
pretation of your view is incorrect I know you will 
correct me, that the reason why the Canadian Pacific 
Railway wants a central control of all transportation 
is to afford a measure of protection to that railway 
against other forms of competition? 

A... No, Ap ws. not. only a: measure of jprovection ito 
the Canadian Pacific. It is a measure of controlling 
the real cost of transportation. 

THE CHAIRMAN: Mr. Hume, we will resume at 
a duanter to. three. 


---The Commission adjourned at 1 p.m. to resume at 2.45 p.m. 
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AFTERNOON SESSION 
| Tuesday, December 13, 1949. 
MR EVANS: In view of the cross-examination by 
Mr. Campbell this morning, when he made reference to a 
portion of Prince Edward Island's brief, I thought I 
Should put on the record two aspects of statements made 
there which I think are clearly inaccurate. I refer to 
page 103, where the statement appears which was used by 
Mr. Campbell in his cross-examination. You willsee, in 
the second sentence of the first paragraph following the 
incomplete quotation at the top of the page: 
"And if, as Mr. Pitblado argued on behalf of the 
railways in the 30% Case," -- 
and there is a page reference to the transcript -- 
"no General Freight Rate Enquiry but only a revenue 
case was within the jurisdiction of the Board... ." 
Now, that is the first inaccuracy. No such argument was 
ever made by anybody, including Mr. Pitblado, on behalf of 
the railways. 
Now, the second statement: 
and such" jurisdiction extended only to the 
fixing of rates ‘just and reasonable to the railways', 
despite the finding" 
and so on. At ‘the page in question, which I read at noon, 
there is no reference to either of those statements. There 
is an argument that rates should be just and reasonable to 
the railways, but if my friend Mr. Campbell had looked at 
page 15627 of the transcript in the 21% Case he would have 
found this statement adopted by Mr. Pitblado, at the bottom 
of the page: 
"Further, if the rates fixed are not fair and 
reasonable to the railways as well as to the public, 


the public will suffer," 
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_and so on. 


I thought it was only fair that those two 


inaccuracies should be pointed out. 


GEORGE A. WALKER, K.C., Recalled. 
CROSS-EXAMINED BY MR HUME: 

Q. Mr. Walker, may I suggest to you this, that it is 
not the lack of regulation as you interpret it that is 
affecting your railroad, but basically it is the fact that 
traffic is now being diverted over the highway that used 
to move by railway? 

A. Well, the one includes the other, I Caan aes 
Hume, to some extent. 

Q. Well, there are regulations, we have heard, on 
trucks, but they do not go far enough, according to cer- 
tain evidence that has been presented here, to assist the 
railways, and I am suggesting to you tha tedte sls Ovens 
lack of regulation that is the cause of your complaint, 
but it is the fact that basically the traffic is now 
moving by another medium of transportation? 

A. <I cannot say as a matter of personal knowledge 
what the regulations are. 

@ VAN, Lreakize thet. 

A. And we are not looking for assistance. What we 
are suggesting is that the existing conditions of competi- 
tion are not fair and reasonable. Now, I am most unwill- 
ing, Mr. Hume, to say anything inaccurate or unfair. We 
recognize the value of the trucking industry to the 
shipper without any reservation at all, and, while I do 
not profess to know at the moment what the license fees 
are or what the taxes imposed on trucking industries are, 
unless the information that is furnished me is quite 


unreliable, my view is that the burden borne by the 
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trucking industry in relation both to the cost of con- 
struction and the cost of maintenance of the highways 
they use, is utterly disproportionate to the relative 
cost borne by the railways with respect to the construc- 
tion and operation of their railways. Now, I cannot put 
it any better than that. 

Q. Then, Mr. Walker, in the Canadian Pacific brief 
at page 197, under the heading of "Highway Transport", 
there appears--- 

THE CHAIRMAN: In what volume? 

MRAHUMEs 40. e4At page LOT. of. Part, 1, there 
appears the short statement that the Canadian Pacific 
adopts and relies upon the final submission of the Railway 
Assocaatignior Canada... «Thatuisathe.rererence in your 
briefsalendsethati short. reverence: 

A. Well, I have no personal knowledge of what 
counsel have in mind by way of verifying that. It is not 
a matter of which I have any personal knowledge. 

Ohe Wid. rightie. Thenmayleask you thie: When yester- 
day, at page 13455 of the transcript, you were talking about 
the Trans-Canada Highway, in answer to some questions by my 
friend Mr. Frawley you said: 

"T have a large quarrel with their (referring to the 

Dominion Government) spending $300,000,000 on a 

transcontinental highway to compete with their own 

railway, and which will make transcontinental trucking 
possible." 
You have qualified that this morning, I know, but the next 
sentence is: 

"Moreover, nobody suggests for one minute that the 

truckers will pay even an infinitesimal fraction of 

1% of the cost of that highway." 


Am I entitled, therefore, to assume that again you had no 
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personal knowledge of the percentage or the number of 
dollars which the trucking industry is now contributing 
to provincial treauries for the cost and maintenance of 
highways? 

A. No, I have no personal knowledge of it. 

Q. And if the Railway Association appendix, which is 
Exhibit 121, sets out certain facts and figures, so far as 
you know those facts and figures are accurate? 

A. As far as I know, yes. 

Q@. Then may I ask you, sir, what was the basis upon 
which you made that statement, that the truckers will not 
pay an infinitesimal fraction of 1% of the cost of that 
highway? 

A. Well, I understand that a very large proportion 
of this money is being contributed by the Dominion Govern- 
ment to the provinces, and so far as I know there has 
never yet been any suggestion that any part of the cost of 
construction or the interest on the cost of construction 
would be borne by the trucking industry. 

Q@. So that by this statement made yesterday you do 
not mean cost of the highway, you mean cost of the highway 
to be borne by the Dominion Government? 
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(Page 13616 follows) 
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Q@. And then again and lastly, Mr. Walker, in answer 
to Mr, Brazier talking about flood damage in British Columbia 
at page 13494, you discussed about the highways being damaged 
and you made this statement: 

"And the highways will be repaired and the 
trucks will resume business as though nothing had 
happened". 

May I ask you, sir, whether you mean to imply that the 
trucks will not pay any share of tiie cost of repair and 
maintenance of those highways damaged by floods? 

A. aopeciincally? 

Se oa 

A. That is what I intended to convey, yes. 

Q. Do you know the amount of money collected from 
the trucks in gasoline tax and license fees in that province 
for their repair work? 

A. No. 

Q. So that so far as you know the entire cost of 
repairing highways in that province may be borne by the 
user and the trucker in proportion? 

A. It may be, but I doubt it very much. 

Q. But you do not know otherwise? 

Raw Nogedle donno. 

Q. You have been told perhaps otherwise over the 
years, and you believe that. Is that right, sir? 

fap GO. 
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EXAMINATION BY MR. COVERT 


Q. Mr. Chairman, I have asked the other counsel 
whether they have anything further, and I understand no, so 


I propose asking Mr. Walker a few questions. Mr. Walker, 
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would it be a fair statement to say that from the point 

of view of the railways in Canada today that at least you 

feel that the main problem is the inability to obtain proper 
rate levels in view of the rising costs of labor and material? 

ps Theat Ps the crux of thé problem as. 1 see 10, 

Q. That in your opinion is really the crux of the 
problem? 

Ay -Yes, 

Q@. And I presume that would apply to both the 
Canadian National and the Canadian Pacific with the perhaps 
possible distinction that you made yesterday, that the 
Canadian Notional cannot go into bankruptey? 

A. Yes, I think it applies equally to the Canadian 
National except that the results to them will not be as 
disastrous to them as it might be to us. 

Q. Now, the first thing I wanted to ask you arising 
out of that was whether or not you felt there was any 
amendment to the Railway Act necessary to ensure that that 
Situation be corrected? 

A. Oh, I don't think that any amendment to the 
Railway Act is necessary unless it should be decided as 
a matter of parliamentary policy that a basis of rate of 
return on investment value should be adopted rather than 
this somewhat loose phraseology of "just and reasonable rates", 

Q. Now, there are two things I would like to take 
up with you in respect of that. The first, dealing with 
just and reasonable rates: My understanding is that the cases 
have interpreted that phrase to mean just and reasonable 
to both the railways and the shipper? 

Ro Lens 

Q. And it occurs to me that that may be one of the 


troubles, Mr. Walker, because as I think it was Dr. Angus 
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pointed out, it leaves a great deal of room for argument 
between the two and then I think in one part of the Canadian 
Pacific Brief I think they say that in the long run the 
consumer really pays the freight? 

A. Well, of course, I doubt very much no matter what 
amendments were made to the statute if we shall ever get away 
from just and reasonable rates. 

Q. That is that phraseology you mean? 

A. Because, after all every rate-regulating statute 
recognizes an obligation not to discriminate, not unduly to 
prejudice the movement of any type of traffic, That involves 
always a consideration of the rate on which the traffic moves 
as compared with the rates on which other traffic moves and 
the rate in one locality as compared with the rate in another 
locality JALL that Le bound /up “inthe provision ‘for “just 
and reasonable rates. You have got to determine whether the 
circumstances and condit ions under which the traffic moves 
are similar and so on. 

Q. Well, what I was coming to, Mr. Walker, was this, 
thet if in general the consumer pays the freight, then the 
Shipper in general passes it along so that the shipper's main 
interest may be that what he is worried more about than anything 
else is discrimination between himself and a competitor? 

A. Well, none of these generalized statements are ever 
true, you know Mrvicovert. © D dotnot ‘thinlke it tis true ito say 
that the consumer pays the freight. 

Oly linet. isi tintthe: done wun? 

A. There ara innumerable examples in Canada cropping 
up every day where a commodity produced, we will say in 
Montreal, sells at a lower price in Windsor or in London than it 
does in Montreal. 


Q. iL wanted to say, Mr. Commissioner, that when I said 
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thet I said in the long run, and as a matter of fact, I think 
I took it from the Brief of the Canadian Pacific, I think 
the view that the Canadian Pacific Hele that freight costs 
are.one Of the costs of production of an article, getting it 
into the hands of the consumer. Therefore, in the long run | 
as a general proposition, the consumer does pay that along 
with other costs of production. 

A. Competition, of course, between manufacturers often 
rosults in the absorption of freight by a manufacturing con- 
cern. 

Q. I am not suggesting for one moment, Mr. Walker, 
that there may not be exceptions in particular instances, 
but I am speaking in general and in the long run? 

A. Generally speaking the cost of transportation 
enters into the price of any commodity when it reaches the 
consumer, 

Q. Then, what I wanted to come to was, as I say, I 
wanted to get your views as to whether or not that was perhaps 
one of the difficulties with the use of the words "just and 
reasonable" and having them interpreted as being just and 
reasonable to the railways and to the shipper and I thought 
that I intended carrying it along further, suggesting that 
in these large increase cases that it did not seem to be 
as much that the shippers were complaining but that perhaps 
the provinces, the provincial governments were complaining 
because a new element had been considered and that was that 
the provinces felt that they were perhaps acting for the 
consumer, and I think Mr. Frawley, perhaps, is the champion 
of that view? 

A. Well, of course, the provinces appeal to the 
Board of oan out Commissioners because the transportation 


rate can be controlled but they have no control over the 
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increase in the cost of the commodity itself which is out 
of all proportion in its burden on the consumer to the 
increase in the freight rate. I mean, you do not hear 
anybody complaining about the increase in the cost of motor 
cars as motor cars. You will only hear about the increased 
cost of transportation. 

Q. There may be a complaint, Mr. Walker, but as you 
say they have no place to go to make a complaint? 

Aor "NOS no “place to *20t 

Q. But whet I was trying to explore was whether 
or not that was one of the difficulties that the railways 
are encountering today and that possibly there should be 
some attention paid to those words "just and reasonable" 
that has not been paid in the past? 

A, Well, at the moment and without a good deal of 
consideration, I could not think of an appropriate phrase 
to substitute for it. 

Q. Now then, I want to take up another matter with 
you, Mr. Walker, and that is, I think you would agree that 
the two railway systems, the two large railway systems in 
Canada, constitute two very potent factors in the economic 
Life of this country? 

A. Two of the most potent, I would think, 

@. And I suppose that if follows from this that there 
are great powers in the hands of the management of the two 
rialway systems? 

A. Well, none that can be wielded with the force of 
anything like a club, Mr. Covert. 

Q@. Iam not suggesting a club. What I was going 
to say, for example - perhaps I can enlarge on theater irs 


for example, efficiency of management could bring about large 
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Savings, efficiency of the railways should be a matter for 
the managements of the railways and that might or might not, 
whether they exercise it, mean an increase in the level of 
rates? 

A. Unquestionably the efficiency could do a great deal. 
If some of the rigid regulations were removed management could 
be much more efficient than it is today. 

Qe Yes. Now, L just gave that ac ian example and then 
too I think a railway's decision as to whether or not they put 
in competitive rates may affect the economic life of a section 
of the country? 

He YOSs 

Q. So I suggest as a result - I am just trying to draw 
to your attention, that they have great power in their hands 
andit 183 coupled with what must be, I assume, pretty onerous 
duties and responsibilties? 

Ae Ge. 

Q. And when they do decide, for example, to meke an 
application for a horizontal increase, a straight percentage 
horizontal increase right across the board, that, I suppose, 
is an exercise of the functions of management? That is where 
management decide as to the form that the application will teke? 

A. Well, we decidalas a matter of policy that there 
was no alternative. 

Q. I am not quarreling with that. 

A. I understand, but I mean to say any other system 
would have involved not a delay of eighteen months such as 
took place, but double or treble eighteen months, If you 
tried to adjust every rate in the country, you would just never 
reach an end of the investigation, 

Q. I am not quarreling with the horizontal increase, 


at least not yet Mr. Walker. I wanted to go on and ask you 
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at that point whether or not the situation might have been 
a great deal different if, for example, you had been per- 
mitted to make similar increases during the period of the 
wer, and whether it might not even have been noticed, there 
might have been no objection to it at all? 

A. Well, it would have mitigated our problem 
very seriously, but as a matter of fact during the period 
of the war and for some time afterwards while price 
control remained in effect we were not even allowed to 
increase competitive rates although the competition had 
completely disappeared. That added very greatly to our 
burden, 

Q. And pursuing that a little further, I suppose 
that it is a fact that the application came at a time when 
I believe it was the opinion of many that we were about 
due for a depression, that that may have frightened 
people into thinking that this 30 percent increase might 
be a terrible thing for business? 

A. Well, I think there were a good many people 


who apprehended a depression. 
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Q. .¢For vexample;)°l think oe C.P.R. themselves 
expected that their traffic would fall off. I think 
that was indicated at the time during the application. 

A. I do not remember, but there was some 
apprehension as to whether traffic would be maintained 
at the war levels, and of course it has not been. We 
are stitirenjoying a iitichy volume of treffiicsirbut: at 
is diminishing gradually day by day. 

Q. What I really wanted to find out from you, 
Mr. Walker, was whether or not you felt that, although 
for example rates had increased tremendously in the 
United States and I think as you pointed out in Great 
Britain also, rates having been frozen in Canada this 
perhaps came as a shock to the people, and if you 
had been permitted to make smaller applications it 
might not have been such a shock and perhaps the 
applications would not have been as severely opposed? 

A. That may be, but. Iam nota psychologist, 

I could not say. 
QirliYow would not; care rtCo rexpress: any opinion. 
I should like to read to you, Mr. Walker, a quotation 
from the Duncan Report. It is on page 23 and reads 
as follows: 
"The President of the Canadian National Railways"-- 
I think at that time it was Sir Henry Thornton. 

Aaa dievohink ee: 

Q. "-- system agreed that it was part of his 

function" -- 

A. Where is that? 

Q. It is in paragraph 12, about the fourth line. 

"The President of the Canadian National Railways 
system agreed that it was part of his function, 


as head of the railway system he was administering, 


an = - 
- 8 


.. Meta F 
tHttads fate 


) 


Beatea pit 


G39 Sus 


_ pewheenedd 


ov, ——- 


7 
med 9 y yatie 3 a 
‘We ilar rs 


an frit wad aide ay 


f 
Pa 


ayer ic Sa ans a 


a ree pt 


oPtiets odie sil of i pee 


st8 Van ate 


ét eetweae 48 bie pofovel ‘thie ad a 
OV Hn fH ad trol He tb 1B vis 


i® wanti 


it NOY 


sale hee ; 
rs s etinecs ma 
saJViunw 2 


vd % 


toh do S8hgoay 


aa a ame «i 
HhusksTSHt 


We 


rf | h#e9 B 5 aint’ Rtn i ts 


i #otW <6 


én ous oe ot = i 
eow :1oHrsw 


Sere 
tdieiies . 
ome) 


as he | it Ss ro | ee ee 
Bvitch Leese ap hea 


(ERED £i1! Ht 


aie ae & ae eR ery: ny “Vs - 1 ets 
stfdds selindé ofS8al 67 hess tated aged bed 


2 a ek ee Ones Peg eae eae ee ge Meee et ey 
nyse bin NSGde ¢€ SS8 Abed S¥beA- ton) dialm 
r *) ora 2 i ¢ ‘ ¥2 int Pee fv men prem berks ee pie 
, 1 Ui } it POY “4 NOW al Le -ags 
a ok SA i es 
é ed 5 fy: Ing tite : +e ref F if re ett Es 
ye ee ae tae 
28 ton Hts Ft 
ts. + ey ae on : 
c 9 ¢ ; £ y ry 
; BHTaKS oF Bo. von bivow wey ip 
axe As ie <i2 a eae ba 
fi § Te: aan od h * ‘ 3a a art ze ‘ 
i Sy Pia bi) pw OF rif ie a é rel ah VER OLS t 
P ” 7 pure 
. re» ¥ Hop 9 =~ : ny tae 
: Oo. 8! : t i aBOMTN o mot 
a a. _ 
1. eBHWOLLOL 85 
4 
igh netbened dete fnobtesrd rit" 
pith ‘ert had nm Fo tor 3 hae ti {> Ree By pela 7 
tf  » Mt ‘kh? wea » WF ath ig Ww TL hag 
| 
! 
; ‘ 5 ‘ - 
(O86 ANING TL ak 
r= Ps * “ ” wo tei Leo “rv +) veo"? ont iL Pe ke 
} a £ re ‘ ’ = — 


ast 88 


oy 
~~ 
as 
—— 
nif 
<q 


NP 


* 13628 « Mr. Walker 


to make a survey of the natural basic products 

of the country, and to try within broad limits 

to adjust his rate structure so as to give the 

fullest chance of development to all natural 

products in whatever region of his system they 
are located. He likewise regarded it as his 
function to make a survey of the industrial 
possibilities of the whole territory covered 

by his system, to see whether industries placed 

at a distance from a central market, particularly 

when they were capable of development which might 
ultimately render them either directly or through 
associated enterprise, remunerative to the rail- 
way, were given a reasonable chance of finding 
their market." | 

I wondered, Mr. Walker, if you feel the same as 

Dir chenry Thornton vdid ; 

A. Po Pwiavetne particularccriticism of sthatrso 
Tone) asi Dulis inet carried tro nthe point (of producing 
an artificial situation in which you are performing 
unnecessary transportation functions. 

Q..9 Now, do you say, Mr. Walker, that the 
CanadianrsrPaciiicidees' carry cut (a policy ‘of that kind? 
A. Yes, we have an industrial commissioner 
with subordinates across Canada whose sole function 
is to develop every sort of industrial opportunity 

witha view vtouproviding ‘traffic wforvour rails. 

Q.- Then, would -you say this) Mr. Walker? TI 
think this proposition was put to us by Mr. Lionel 
Forsyth in the regional hearings in Montreal, and I 
am paraphrasing it -- 

A.) Just offhand Trwould disagree with that. 


Q. I think his suggestion was, Mr. Walker, that 
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in the case of a horizontal increase of this 

magnitude that perhaps the proper thing to do would 

be to apply for it as a temporary measure, give it an 
opportunity to operate for a period of six months or 
some definite period of time, at which time the railway 
might come back to the Board and say: Well now, we 
have studied the effect of this during this time, and 
the railways would then propose any adjustments in 
rates that might have worked hardship in the case of 
long-haul traffic in basic commodities. 

A. That is only putting in another way the 
position we took before the Board itself. 

Q. Except I think, Mr. Walker, they suggested 
that the people themselves would come back and make 
the application? 

A. No. What we said to the Board was that while 
the Board -- let us get the background first. When we 
made the first application we were met by a contention 
raised on behalf of the seven provinces that the Board 
had no jurisdiction to entertain ‘an’ application of this 
kind,’ or to order a horizontal increase in freight rates. 
We met that after a visit to the Supreme Court, and we 
then pointed out to the Board that, while they might 
order a horizontal increase, the Board always had the 
power to order us to submit monthly returns of our 
earnings and expenses, and the moment the Board felt 
that the railways were earning an undue return they 
eould summarily order a reduction in the horizontal 
increase, as they had previously done on many occasions. 
In the twenties there had been horizontal increases, 
and there were horizontal decreases ordered by the 
Board of its own motion on very short notice. 


Q. I think though, Mr. Walker, that is slightly 
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different from the matter to which ft refer. That’ was 
the case where a horizontal increase brought the rail- 
way too much revenue, and that amount of increase was 
not necessary. What I am talking about is the effect 
on long-haul traffic in basic commodities. 

Ae On particular Industries; "you "mean? 

Orr Yess 

HP eweLl> Mee Coverc, lcnink tnere ts hardly a 
day passes when,on the suggestion of any industry that 
they are being hampered by excessive freight rates, our 
freight traffic manager does not sit down with them and 
goO-rinto “the entire ‘economics’ of their position, and 
their competitive position with relation to other 
competing industries. We make every effort to adjust 
the freight rate to enable the industry to prosper. We 
do not wait for complaints to the Board of Transport 
Commissioners. It is quite a mistaken idea, you know, 
that the railway companies are wedded to high freight 
rates. Our ambition is to keep freight rates as low 
as possible, and in doing so to move the maximum amount 
of traffic and give the greatest possible encouragement 
to industry. 

Q. I just want to clear that part up. I want to 
find out iff have fairly put the proposition “that 
Mr. Forsyth put. You disagreed with it before I put it, 
and I want to find out if you disagree with it now? 

A?* Perhaps [idid not understand it. 

Q. My understanding was that he put it to the 
Commission that the application in such a case should 
be purely on a temporary basis, and then after it had 
had an opportunity to work the railways would see how 
it was working and would come back to the Board of 


Transport Commissioners with rates that would then be 
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made permanent, that they would have had experience 
in the meantime to see how it was affecting long-haul 
traffic and particularly, as he mentioned, on basic 
commodities. 

A. Well, I don't know that I would quarrel with 
that very much, because certainly if we found that an 
increase in freight rates had reached the law of 
diminishing returns we would be back either to the Board 
or voluntarily reducing freight rates. Have I met your 
point yet? 

Qere Yeszeexcept.thatiyou adds ai qualificationyibut 
I do not want to press you any further. You add the 
qualification of a diminishing return. You are thinking 
more Ofethénresurn (to the, raidwayeuy i: thinkeMr. Forsyth 
was thinking more of his operation, which is only 
natural, but constant with keeping the revenue of the 
railway, it is the adjustment of the freight rate struc- 
ture, and more or less by the railways! own application, 
to meet what he maintains of course is the difficulty 
raised by the effect of horizontal increases on long- 
haul basic commodities. 

A. Of course I was not in the case except as a 
witness, and I don't know what took place. 

Q. This was a presentation before this Commission. 

A. I would have been surprised if our counsel had 
refused an adequate increase on any interim basis, 
whatever it might be. 

Q. It occurred to me, Mr. Walker, that might be a 
method of perhaps shortening the hearings and the length 
of time required before a decision, and might prevent a 
long time lag between the time when you were at least 
getting some increase compared with no increase at all 


and waiting for it. 
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Ae Mealy the true situation is this. The 
inquiry was not prolonged by reason of the need for 
proving the railroads' necessities. It was prolonged 
by reason of the fact that hundreds of complaints were 
brought before the Board in an application based on our 
necessity, which arose out of what was regarded as 
verrivorial or individual discrimination. As I pointed 
out in my cross-examination when I was in the witness 
box, the complaints that were made in the 21 per cent 
case had been dealt with by the Board on at least three 
occasions, the last of which was in 1925 and 1926, and 
although the provinces complained of these as grievances, 
they had done absolutely nothing for over twenty years to 
have them investigated, and we thought it most unfair 
that when we were compelled to go to the Board for an 
increase in freight rates the merits of our application 
should be delayed for eighteen months investigating 
complaints that the provinces had said nothing about for 
twenty years. That was the sum and substance of the 
delay that took place. 

Q. That may be getting back, Mr. Walker, to the 
very point that. . raised in the. first. instance, ‘that 
perhaps it was not the shippers who were opposing it; 
it was the provinces. 

A. ‘1 did not quite get that: 

Q. As I Say, apparently so far as the shippers 
are concerned, you say twenty years went by and they 
made no complaints? 

A. Yes. I don't know how familiar you are with 
the practice before the Board, but it only needs a 
1etver or a velegram to start it moving. 

Mine PRAW LEY s) Oree postcard: 


MR. O'DONNELL: Even a postcard. 
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MR. COVERT: Q. I understand that, Mr. Walker, 
DUMigall say, £ do not. want to pursue it too far. It 
does seem to me that there may be a great deal to it as 
to which is actually opposing a freight rate increase, 
whether it is a shipper or whether it is an argument 


really on behalf of the provinces. 


(Page 13635 follows) 
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A Well, there were lots of both,in their recent 
inquiries. 

MR. EVANS: You are not suggesting that the provinces 
were not the main spring of the opposition in all the 
other cases, M*~. Covert? 

MRSOGOVERT: No, I am not. But it seemed to me 
from Mr. Walker's answer that for twenty years the 
Shippers did not complain. 

THE WITNESS: Or the consumers, or the provinces 
or anyybody else. 

MR. O'DONNELL: "Interested parties" the Board 
called them. 

MR S“COVERTs: QQ. I stiggeést the Tact that’ a 
shipper did not comp’ain over that period and was 
Shipping his goods, and so on, would indicate that he 
was not, or could not have been in too bad a position. 

A. Well, Mr. Covert, the provinces were represent- 
ed individually by counsel in the Western Freight 
Rates Case,in the intervening cases, and in the General 
Freight Rate Investigation in 1925 and 1926 The 
provinces were the chief . protestants and I 
presume they were acting for the consumers rather than 
for the shippers. They may represent both, but at any 
rate, they certainly represented the consumers; and 
nothing could have been more complete than the presentat- 
ion they made in 1925 and 1926 in the General Freight 
Rates Investigation. 

And then as I say, although they could have applied 
to the Board within the twenty-five year period for a 
re-hearing on the ground of changed conditions or 
additional grievances, or what have you, nevertheless 
they waited until we were obliged to apply for an 


increase of freight rates, and then they insisted that 
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an nvest’ ext’ on of these grievances be gone into, which 
occupied a period of eighteen months, although during 
most..of that time we had,.in our first application, I 
think, said that we would have no objection to facilitating 
the General Freight Rete Investigation, but that our 

need for additional revenue should not be postponed until 
the completion of that investigation. 

Q:.. There were, I. suppose, in.1933,, or around that 
time, when the Sirois Commission was going fromone end of 
the country, to, the,other,. I think... practically the same 
complaints appearing again. 

A. I think there were some general representations, 
but I do not think they were dealt with with the 
particularity that they were dealt with before the Board 
of Transport Commissioners. 

Q To go now to another point, there have been, 4s 
you know, several suggestions before this Commission 
that the railways should be used as national instruments. 

I think in most cases the people who said that have 

also said that they want the Canadian Pacific to continue 
as a free enterprise. Now, I understand that your views 
are that the Canadian Pacific cannot continue to be a free 
enterprise, if you are going to use it as a national 
instrument. 

A. Not with ary justice to the Canadian Pacific. 

Cea GIO And I think you suggested that good business 
for Canada was good business for the Canadian Pacific. 

But I suppose there can come a point where the interests 
of the two might .conflict,,.so that what would be good 
businses: for the Canadian Pacific might not possibly be 
good business for the country. 

A. Well, if it has to do with the general prosperity 
of the country, I would<doubt it. 


Q. I was thinking of the affect on a particular 
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region that might be one of the difficulties. 

A. It depends on whether an unfair burden is being 
thrown on the Canadian Facific to promote that prosperity. 

Q. I take it also Mr. Walker that your view is 
that the Canadian Pacific cannot be maintained as a free 
enterprise in any other way than to make some provision 
which will enable the Canadian Pacific to receive 
sufficient revenue from freight rates to pay substantial 
dividends on its common stock. 

AY I prefer to say "to maintain its credit”, and 
I think that involves the payment of reasonable 
dividends on its ordinary stock. 

Q. What would you say would be a reasonable 
dividend on the stock of the Canadian Pacific today? 

A. Today? 

a,” Seat 

A. Oh, @ reasonable dividend is what we can pay. 
Today railway enterprise is contributirg nothing by 
way of dividends. 

Q. No. Is my question not clear? I asked you 
what you consider would be a reasonable dividend on the 
common stock of the Canadian Pacific today? 

MR. CARSON: Out of rail earnings, you mean? 

MR. COVERT: Yes. 

A, Well, I would say that if present costs of 
operation are likely to continue indefinitely, as to 
which no one knows, we would have to earn about 7% to 
restore our stock to marketable value. 

Q. Well, that is what I wanted to find out, whether 
you feel that freight rates should be sufficient to enable 
you to pay somewhere in the vicinity of 7% on your 
common stock? 

A. I think so. But that does not yield 7% to the 


shareholder, you understand, because the real value, the 
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money value of our common stock is about Holy NOU fee 

Q. You were talking about the 7% on par? 

Aes Yes, 

Q. Which I think is about $25 today? 

A. The par value is $25, but it represents in 
subscribed capital at least $31. 

Q@. That is due to the premium at which it was 
Fold? 

Aw. Yes. 

Q. Now, on that basis, perhaps tT should,clear this 
up. YOu do not suggest that you should always be able 
to pay that, I suppose? 

A. We do not suggest that we should always be able 
to pay anything. That is what I meant by the statement 
in our brief: That we looked for no guarantee against 
financial risk, but with the economy of the country at 
itS highest level in our history, we think it unfair 
that we should be unable to earn any dividends at all on 
our common stock in our railway enterprise. 

@. That is, in good times you should be able to pay 
that, and that freight rates should be set so that you 
should be able to pay it? 

A,.. Yes, precisely. 

Q. My understanding is that your view is that 
the C@énadian Pacific is, and must be, prepared to take 
its chance, the same as any other business in other times. 

A. Unquestionably, as we had 4£o do before. 

Q And your view is that since every other company 
has been able to increase the price of its product or 
the price that it receives for the service that it 
performs, nevertheless you say you have not been able to 
keep up with rest. And incidentally the price increases 
which have taken place have almost universally been in 


the fields in which we have to buy the largest quantities 
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of materials, steel, coal, and lumber. 

Q@. Now in the brief of the Canadian Pacific I 
think it is indicated that it should have a rate basis 
determined at approximately $1 billion, is that correct? 

MR. EVANS: We said we had proved @ rate base of 
that amount. It changes every year. 

MWR. COVERT: What I wanted to know was whether 
the Canadian Pacific was suggesting to this Commission - 

MR. FRAWLEY: Might I interrupt to say that we 
of the provinces challenge the statement which Mr. 
Evans just made: That he proved before the Board of 
Transport Commissioners that he had a rate base of 
$1 million and one. I shall say no more than that. He 
said "We had proved". 

MRecEVANS::+)ledid and ido. 

MR. FRAWLEY: .I say that he did not. 

MR. SMITH: I join in the challenge, Mr. Chairman. 

THE CHAIRMAN: We are not going to hear the argument 
Over again, anyhow. 

MR. COVERT: Q. What I wanted to find out was 
Whether or not Guo leenodie Pacific was suggesting that 
this Commission should recommend that in future a rate 
base should be determined and that this should be done 
by some body such as the Board of Transport Commissioners, 
and that body would also determine the rate of return on 
that rate base. Is the C8anadian Pacific recommending 
that to this Commission? 

A. Yes, but not with reference to the payment of 
any specific dividend on its stock. 

Q@. Oh no:; I have left the dividend amount out. 
But the Canadian Pacific does make that recommendation? 

A. HXes,) butendOtethet this. Commission should. fix a 
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Q. You are not asking us to find the rate base 
Or a rate of return, Mr. Walker; and I take it that the 
reason is that once you diu establish a rate base, as 
Mr. Evans says. it changes every year by aes effect of 
depreciation on the one hand and additions on the other. 
‘That I suppose would perhaps make the question easier, 
the question of freight rate or revenue requirements 
easier in applications before the Board of Transport 
Commissioners, once that principle was established? 

A. Well, I think the general freight rate 
investigation which is now pending will probably do more 
than anything else to iron out these territorial differences. 
We are all eager to see them eliminated. We are just as 
anxious as the provinces. But I do not necessarily think 
that it follows that if you adopt the principle of fair 
return you are going to eliminate any question of territor- 
ial grievances. 

Q@. I was not thinking perhaps so much of territorial 
grievances as I was: That once you had established a rate 
base and a rate of return which would give you the right to 
earn so much money, the next thing would be to fit the 
rates in to provide that amount of money. 

AY -Yess 

Q. I say that once you had established that 
principle, would it not make it much easier in future 
rate applications? 

A. You mean applications for horizontal increases 
or reductions? 

Onn" Yes. 

Aig] SHOU nine it Might. yess“Tacititate it very 
Sreatly. | 

Q. Now the next thing I wanted to ask you is: I 
believe you did say it would probably be impossible to 


sell the common stock in Canada today, that is, in the 
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Canadian Pacific?2. 

A At its present price? 

Q. Well, I did not add that there are difficulties 
in the way, I understand, of that now; but I propose 
to ask you this: Assuming that you did not have the 
difficulty of having fixed par value of $25 per share - 
and I understand that the $17 or approximately that for 
which the stock is selling today gives you some 
difficulty in view of the par value of your shares. But 
assuming that you did not have those difficulties, any 
G7 PLicuLloy | or thas kind, do vou think that the 
Canadian Pacific could raise money by the sale of its 
common stock in Canada today? 

A. I take it what you méan is that if our stock 
was of no par value, and was presently selling at $17- 

Q. Yes, 

A. We might sell it, but we would have to-sell it 
at a very much lower price than a man could buy it for 
in the open market, obviously. 

Q. And by selling it lower than the market value, 
that would dilute equality and would also cause some 
concern to the existing shareholders? 

A. That is why they would be willing to pay a much 
Tower price Tor te Lievoney DOURNT Lo at art. 

Q@. From the point of view of business, from the 
sale of common stock, there is that possibility at the 
present time so far as the Canadian Pacific is concerned? 

A. Yes. Under present conditions we cannot sell 
our shares. 

Q. Would that possibility be improved if you were 
able to get a return of 7%, if they were paying a 
dividend of 7%? 

A. I have not the least doubt about it, that it 


would. 
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Pe eres aes Mr. Walker 

Q That would enable you to finance, from the sale 
of stock, a portion of your requirements, I mean from 
the sale of your common stock? 

Bh. Kes 

Q. Which you consider to be desirable? 

A. I consider our common stock to be desirable? 

Q. No. You consider financing through the sale of 
common stock to be desirable. 

Ae Oh. 3. OF course: 

Q. I am assuming what perhaps you expressed the 
other day was Utopia if you could get a rate of let us 
say 7% on your common stock. 

A. No. What I described as Utopia was if we might 
build up some cash reserves from year to year to provide 


for our capital requirements. 


Q. I was giving you a ote Utopia. 

A. That's fine. It reminds me of Henry George 
who said that he was determined to save 5¢ a day even 
if he hed to borrow it. 

OQ, If you idid reach that point, 1. wanted to ask you 
this, and perhaps not only with respect to the sale of 
common stock: Would the Canadian Pacific be able to sell 
common stock or other stock or bonds in Canada? That is, 
was there a large enough market to meet the Canadian 
Pacific's requirements, or would you have to look elsewhere’ 

A I think a very large part of our stock would be 
taken up in Canada if it were selling at a premjum so as 
to induce any investor anywhere to buy it. 

Q. What I was trying to find out was whether or not 
the requirements . for the Canadian Pacific plans for 
the future, the money requirements, whether that money 
can be obtained in Canada or whether you would have to 


go, let us say,to the United States. 
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A. We have not the Slighest difficulty, for 
example, in raising $15 million or $20 million when we 
need it, on the securities of our equipment trusts, right 
in Canada. : 
COMMISSIONER INNIS: @. TI was wondering if you 
would care to add the Canadian National's capital 
requirements as well in your question, or whether Mr. 


Walker would comment on that general situation. 


(Page 13640 follows) 
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---(Recess). 

MR COVERT: I think, Mr. Walker, we were dis- 
cusSing the possibilities of financing the C.P.R.'s 
requirements by the sale of securities in Canada, and Dr. 
Innis mentioned at the same time to include with that the 

Sale of securities to finance the C.N.R.'s requirements. 

Awe o In. Canada? 

Q. Yes, 

A. Well, I do not know, but I would think they would 
be very largely gobbled up in Canada. I know we think 
they are good enough to put in our pension fund. 

Q. For example, I think, if I remember correculy: 
your brief suggests that over a period of years you have 
plans that will involve quite large expenditures? 

A. Very large. 

Q. Now, under present conditions I assume that that 
would mostly have to be raised by the issue of long-term 
bonds? 

Ay Wes, 

Q@. And you would anticipate no difficulty in selling 
them in Canada? 

A. Not in reasonable amounts, but if we started to 
finance the programme that was outlined in our submission 
and in the evidence that was given before the Transport 
Board as to our requirements, we would very soon dry up the 
market, not only in Canada but in the United States, because 
Our credit would not stand it. You cannot gO on selling 
bonds indefinitely, you know, unless you are in the position 
of earning two or three times your fixed charges. As long 
as you are in that happy position you can go on borrowing 
money indefinitely, but we would not. 

®. » Youn: point yesterday, I believe, Mr. Walker, was 


that if these borrowings had to be by way of bonds, which 
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increased your fixed charges, that was perhaps a dangerous 
thing to do, and that was one of the reasons financing at 
least partially through the sale of common stock was 
desirable? 

A. Exactly. That was the reason why we made such 
frantic efforts in the war years to pay off our funded 
debt, because at that time our fixed charges had grown to 
very dangerous proportions, and they would soon be in the 
Same dangerous proportions if we started to finance a very 
large construction programme by the issue of bonds, whether 
they were long-term or short-term, 

Q. Now, if poth'you’and’ the C.N.R. did proceed on a 
programme of expansion, as has been suggested in your 
brief--- 

MR CARSON: It its not expansion, it is improve- 
ments. 

MR COVERT: Q. Well, improvements and so on; a 
think it amounts to somewhere in the vicinity of $80 million 
avyear “in "the -case of the C.P.? 

Aw LES Dur thet Ls’ nor expans con: 

Q. No; improvements. 

A. It is very largely the restoration of worn-out 
equipment which during the depression we had not money to 
replace, and which during the war we could not get the 
materials to replace. 

Q. I am sorry I used the word "expansion", Mr. 
Walker. All I am trying to get at is the money require- 
ments. 

RAY YES 

O27 And+ Ie wanted- to find out If you thougnt, bearing 
in mind Dr. Innis! question too, that if bothrailways did 
this, if you thought the Canadian market could buy 


securities of both of the railways sufficient to enable 
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yOu to ao that? 
ne} 6b Chink so. 

COMMISSIONER INNIS: @. You do not think you 
would be embarrassed by a discount rate on Canadian 
dollars and so on, or that you would have no fear of that 
happening and would consequently be able to finance your- 
selves on the Canadian market? 

Pe pwels “To noulavnope cog Leis in am reaviy NOo an 
economist. 

COMMISSIONER INNIS: Perhaps it is not fair to 
ask you that question. 

MR EVANS: Mr. Northey Jones, as a matter of 
fact, gave some evidence on that very subject in the 20% 
Case. He explored that question to some extent, and the 
extent to which borrowings and stock should be the medium 
of this financing, and he did discuss the American and 
Canadian markets. There was evidence, too, that the 
Canadian market would be a little more costly than the 
American market. 

THE WITNESS: Other large utilities -- I would 
not like to name them specifically -- have recently 
financed thirty and forty million dollars expenditures in 
Canada. It is all a matter of the assurance of the in- 
vestor that the industry is on a safe margin of earnings, 
which must be a very substantial margin over the fixed 
charges themselves, otherwise he loses confidence in the 
soundness of the investment. 

MR COVERT: Q. Now, Mr. Walker, just ohe more 
question. Do you know whether or not any of the American 
railways, class 1 railways, have been financing through 
the sale of common stock in recent years? 

A. I could not be sure, but it seems to me that the 


Chesapeake and Ohio put out a capital stock issue not so 
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long ago. 

Q@. Now, there is just one question, Mr. Walker, 
on the question of wages. I just wanted to ask you whether 
or not you felt that the machinery for handling present 
wage disputes is satisfactory? 

THE CHAIRMAN: For handling what? 

MR COVERT: Wage disputes. 

THE CHAIRMAN: Pardon me; would you tell me what 
you mean by the machinery? 

MR COVERT: That is, the machinery, Mr. Chairman, 
provided by the Dominion legislation, the Industrial Dis- 
putes Investigation Act. 

THE WITNESS: Well, I think the machinery is 
perhaps as good as could be devised. I do not know any 
better av the moment. But one thing that I think has al- 
ways been lacking is that no one representing the public 
interest is ever heard. We had an application which led 
either to the 6% Case or the ten-cent case, I cannot remem- 
ber which, in which a thoroughly well qualified gentleman 
appeared before the Board and they refused to hear him, and 
he appeared solely in the public interest to illustrate 
what the effect of this increase would be on the general 
economy, and particularly on the transportation problem. 

Q.' Then, Mr.“Walker, may I put it’ to you-~-- 

THE CHAIRMAN: Q. Pardon me; did he represent any 

organization? 

A. No. 

Q. Just a citizen? 

A. Just a citizen, but a thoroughly well qualified 
Crewe. 

Q. When you say they refused to hear him, do you mean 
the Conciliation Board? 


A. No; it was the National War Labour Board at that 
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time, sir. 

MR FRAWLEY: Q. You don't mind telling us who 
that was, Mr. Walker, do you? 

A. No; it was Professor McDougall of queen's Uni- 
versity. 

MR COVERT: Q. Mr. Walker, do you think, then, 
that someone should be appointed to act on behalf of the 
public at these conciliation hearings? 

A. Well, I don't know that anyone should be appointed, 
but I see no reason why anyone who expects to be affected 
by a wage increase should not be heard. I do not know why 
the provinces, which protest against the freight rate 
increases necessitated by these wage increases, should not 
be active in taking an interest in determining the rates 
of wages. 

Q. That would mean, I suppose, that the representatives 
of labour would be dealing with someone else rather than 
the employer? 

A. Oh, well, we have got past the stage of negotiation 
now. Iam thinking of a hearing before some tribunal. 

Q. Now, would that logically extend to all industry 
or would it just be the railways, because there are so many 
employees involved? 

A. Well, I dare say that is a question for a 
sociologist. 

Q. Now, Mr. Walker, I wanted to put this question to 
you: In your opinion is there any possibility of keeping 
expenses down that the railways have not already adopted? 
Before you answer that, I wanted to perhaps suggest some 
of the things, such as abandonment of lines, co-operation 
between the two railways, possibilities of cutting down 
passenger services, and I had particularly in mind as to 


whether or not you thought that there should be any addi- 
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tional legislation or changes in existing legislation 
with respect to such matters as the cutting down of 
passenger services and so on, because I think you indi- 
cated that there were a good many times that the railways 
had applied and they had not obtained permission? 

A. Well, I cannot think of any legislative change 
that is necessary, Mr. Covert. It does seem to me that 
there might be some change in the attitude of the adminis- 
trative tribunal, but I do not think you can legislate for 
things of that character. You must depend on the sound 
wisdom and judgment of the administrative tribunal. 

Q. In other words, the railways are stopped from 
bringing about economies that they think are desirable? 

A. Well, we must be just; we must realize that when 
we have been refused leave to abandon a service it is be- 
cause the Board of Transport Commissioners felt that the 
saving involved too great a sacrifice of the public ! 
interest. They recognize that some services do not pay, 
but nevertheless the public must be served. 

Q. And you think, then, that the railways should be 
prepared to abide by that decision and accept that situa- 
tion whereby, as I say, you may be stopped from bringing 
about the economies? 

A. I do not see any escape from it. 

Q, Now, tell me, Mr. Walker, has (thes. Pek. .cons 
sidered the possibility of perhaps abandoning some of the 
businesses which they are now operating? I have in mind 
particularly hotels when they have not been paying, as tO 
whether or not they should be like the bank, and decide 
to take their capital loss now rather than continue to 
take operating losses over a period of years? 

A. Well, I do not know any of our hotels that are 


in such a position that we would even consider abandoning 
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them; and, besides, that is a matter of the judgment of 
management. It has no bearing whatever on the railway 
Situation, because if we lose money in hotels or any other 
operation outside our railway operation, the losses are 
borne by the shareholders, and if we thought that a parti- 
cular hotel was losing money and had no prospect of making 
money we would certainly abandon its operation. 

Q. What you are saying is that that is primarily a 
matter of the business judgment of the management of the 
railways, that it does not affect the railway problem in 
any way? 

A. I said it was a matter of the business judgment of 
the company. 

Q. Of the company, yes. 

A. I draw a distinction between the railway and the 
company. 

Q@. And it does not affect the railway situation at 
all as such? 

A. Not at all, except that the hotels are a very 
distinct traffic producer for the railway. 

Q. Now, I just wanted to ask you one question on this 
point. I think an article was read to you this morning by 
Mr. Campbell suggesting that the railways may be pricing 
themselves out of business in the United States. My under- 
Standing is that your view is that that is not the situation 
in Canada, that the railways have nowhere near reached, I 
think was the phrase you used--- 

A. That is my view, yes. 

Q. <---a rate level which would price the railways out 
of business? 

A. Quite so. 
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Q. Now then, I want to take up with you the 
question of the Railways extending their operations into 
the field of trucking, motor transport. Now, before you 
answer this question I would like you to consider it from 
this point of view. Now, as I understand it, you say that 
on the short-haul traffic as far as the railways are con- 
cerned, under existing conditions at least, the future is 
anything but bright and that may be by virtue of juris- 
dictional problems. Mr. Carson has suggested that perhaps 
I should deal with that question with Mr. Crump and I am 
perfectly willing to do that. 

A. He knows a great deal more about it than I do. 

Q@. I also had a question on unused capacity. 
Perhaps I should take that up with another witness? 

A. Well, there again Mr. Crump is very much better 
qualified to speak than I am. 

Q@. Then, Mr. Walker, I think yesterday someone 
asked you about the Bureall of Economics of the Board of 
Transport Commissioners, and I think you suggested - 

A. Iwas speaking about the Dominion Bureau of 
Statistics, «lb think, 

MR, CARSON: Department of Transport. 

A. Yes. I did not have in mind the economics 
branch of the Board of Transport Commissioners; I had the 
governmental department in mind. 

MR, COVERT: I am sorry. Then, Mr. Walker, I 
did want to take up with you the question of the discussion 
of appeals from the Board of Transport Commissioners to 
the Privy Council, and it seemed to me that your answer 
indicated that there is no field at all for the interference 
of government or politics and you went on to point out. 2 


think, that for a good many years when repeated appeals 
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were made to the Privy Council from decisions of the Board 
of Railway Commissioners that on every occasion without 
exception until the recent appeals from the decision in 
the 21 Percent Case, the Governor-in-Council dealt with 
the appeals by saying that the Board had been set up to 
deal with these problems and it was amply equipped with 
experts and as a result of years of experience they know 
how these problems should be dealt with and that it was 
quite unsound for a committee of the Cabinet to interfere? 

A. I did recall afterwards one other exception 
to that where in 1920, I think it was, the Privy Council 
sent back a case to the Board for reconsideration because 
they were of opinion that the Board had paid regard to 
the operating results of the Canadian National Railways 
and they were of opinion that they should have confined 
their attention to the operating results of the Canadian 
Pacific, and they sent it back to the Board and the Board 
delivered a second judgment in which they said that they 
had not paid any attention to the Canadian National figures 
but had based their finding on the Canadian Pacific figures. 
There may be other exceptions, but I do not recail any. 

Q. I think there are. I was not dealing with 
that. As a matter of fact, my understanding is on infor- 
mation which I collected, for the period 1904 to December 
of 1948 I think there were 54 appeals to the Governor-in- 
Council, 27 of which had been dismissed, le referred back, 
2 withdrawn, 5 abandoned and there had been only 3 allowed 
and I think there were 5 that there was no ruling on. 

THE CHAIRMAN: How many referred back? 

MR. COVERT: Referred back, le. But it seemed 
that certainiy oniy 3 appeals. or 6% over a period of some 
44 or 45 years, had been allowed - only 3 


appeals. Now, this would, I suggest, seem to indicate 
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that generally speaking the provisions for appeals to the 
Governor-in-Council had not been abused in the past? 

A. Not been abused? 

Get) Less 

Re NO, 1 don 's think. they ned. 

Q. And I suggest also, Mr. Walker, that the 
results generally speaking, must be regarded as having 
been fairly satisfactory, the position of the Governor-in- 
Council when they have adopted a view which you suggested. 
As I say, you went on to say, I think, that this rule 
was followed universally without exception until the recent 
decision in the 21 Percent Case and you said you did not 
hesitate to say that the attitude of the government was 
largely influenced by political pressure, pressure from 
the seven provinces. Now, what I wanted to do, if I could, 
was to get down to the fundamental position with respect 
to those appeals and that is by going back prior to 1903, 
prior to the recommendations of Mr. McLean. When Mr. McLean 
was asked to make his investigation, he gave the reasons 
for setting up the Board of Railroad Commissioners. Now, 
the government at that time, when they did set that Board 
up, did reserve an appeal to the Governor-in-Council or 
Parliament, I should say. 

Ay iL think it is a Tittle inaccurate, you mow; 
and I have always thought it was a little inaccurate to 
refer to it as "an appeal". What the Section says is that 
the Governor-in-Council may at any time in his discretion 
either wpon petition of any party of on his own motion, 
Now that, to my mind, is a very different thing from an 
appeal. In the early days I think the procedure was for 
the petitioner merely to file a petition s2tting out what 


he regamrded as a departure from the sound principle and 
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on that the Governor-in-Council acted or did not act. Now, 
it has been regarded as an appeal to the Governor-in-Council 
and I do not think that that was ever the intention. One 
may petition the Crown for a lot of things, but an appeal 

is a thing which contemplates the representation of the 
perties and a formal argument and that sort of thing, and 

I do not think the use of the word "petition" there has 
anything of that kind in contemplation. 

Q. The Governor-in-Council was given power 
to vary or rescind any order, decision, rule or regulation 
orpohne pBoard? 

A. Of his own motion or on petition which does 
not mean, in my submission, an appeal. 

Q@. Well, I do not want to quarrel with you over 
the use of the word "appeal", Mr. Walker. That is not the 
point. Let us say that Parliament left open a means 
whereby a petitioner could go to the Governor-in-Council 
and seek to > and , perhaps be successful in having 
the order of the Board altered, varied, repealed or so on. 

THE CHAIRMAN: Do not the same parties appear 
before the Governor-in-Council as appeared before the Board? 

MR. COVERT: My understanding is, for instance, 
theyydid sir yin ethe el Rencent;Gase, 

THE WITNESS: Yes, they did, sir, but there were 
3lso very many representations made to the Governor-in- 
Council at which we were not represented and of which 
we had no notice. 

THE CHAIRMAN: Asking the government to vary or 
rescind the order? 

A. That is o matter which depends on the material 
Mr. Frawley may or may not file, I do not know. My 


impression was that they were in effect urging a review 
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of the Board's decisions. It may have included an application 
for a general freight rate investigation or the appointment 
of a Royal Commission or something else. 

MR. CARSON: And there were a number of telegrams 
which came in from Provincial Premiers to the Prime Minister 
of Canada, the Minister of Transport and so on. 

THE CHAIRMAN: Asking for what? 

MR. CARSON: One thing they asked for was to sus- 
pend the increase - not to put it into effect. 

THE CHAIRMAN: Since the government eae a11 these 
things upon its own motion, they must get the notion to do it 
by someone suggesting it to them. 

MR. CARSON: That is one of the things we see wrong 
with ts 

THE CHAIRMAN: Yes, I have listened to your objection. 
ft would assume, though, in a case of that sort, before doing 
eny varying or rescinding, they would give notice to all 
parties concerned to show cause, 

MR. EVANS: They do, they notify the parties and 
the parties appear, but that apalesuecy not en answer to 
our difficulty that we have got a tribunal appointed to 
hear evidence and then we have a very short tribunal reviewing 
transcript which is quite beyond the possibility of going 
into it at length, before a tribunal which has no experience 
and which deals ehh these things in the matter of a day or 
two. 

MR. COVERT: What I was coming to, Mr. Chairman - 

THE CHAIRMAN: Pardon me a moment, There is a 
question which srises there. Are these so-called appeals 
ever proceeded with as if they were re-hearings? 

THE WITNESS: Oh no, sir. This freight rate inquiry 


lasted eighteen months and had a record consisting of nearly 
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20,000 pages. Now, the Privy Council heard argument and 
dealt with it. The argument lasted, I think, one and a 
half or two days. 

MR. EVANS: Two days. Of course, there was no 
possibility at all of really dealing with that in that time; 
it would be physically impossible to cover it. 

THE WITNESS: And as I suggested yesterday, time 
after time the Privy Council itself in dozens of these appeals 
has pointed out that it is not equipped to deal with the 
merits of any of these applications, 

THE CHAIRMAN: What I have in mina now, ws thisi: 
if the appeal, properly so-called, raises a question of law, 
then you go to the Supreme Court. Is not that so? 

A. Yes sir - or jurisdiction. 

Q. Therefore, it seems to me that Section 52 (1) 
which says what the Governor-in-Council may do, does not 
assume that the matter brought before the Governor-in-Council 
will be a matter of law at all? 

A. Or jurisdiction, 

Q. Therefore, they must be questions of fact? 

Ay Yes sir, 

MR. EVANS: It encompasses both because a party who 
exercises his right to petition, actually can have a result 
which is just as good as if he had s question of law or a 
question of fact, or both combined, because he can persuade, 
if he can, the Governor-in-Council to vary or rescind an 
order, and that being so they can do it without giving any 
reason, 

THE CHAIRMAN: Or without hearing any evidence? 

MR. EVANS: Yes. 

THE CHAIRMAN: I think I should take this oppor- 


tunity of saylmg something that I may forget to say before 
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we disband. Counsel for various of the Provinces have been 
submitting draft amendments to us for the Railway Act or 
perhaps some other legislation. I want to say if Counsel for 
the Railways have any emendments to suggest, I would like 
to have them drafted too before we meet again. 

MR. EVANS: Having in mind what your lordship said 
the other day, I have begun to look st our Brief to see what 


cases contains specific recommendations along that line. 


(Page 13658 follows) 
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There are some that are simply a matter of repeal of 
subsections, and that I should suppose would require 
no specific draft bill, but there are others that we 
intend, if your lordship desires it, to put before you 
before, the, case closes. 

THE CHAIRMAN: All right. 

MR. FRAWLEY: I would hope considerably before 
the case closes. 

THE CHAIRMAN: I said when we meet again in 
January, the 30th of January. By that time we should 
like to have whatever proposals are intended to be sub- 
mitted to us. 

MR. COVERT: Q. Mr. Walker, what I was going 
to suggest to you is this, that a sudden change -- 

THE CHAIRMAN: Pardon me; of course Mr. Frawley 
will understand even after that there may be occasion 
to remodel them. 

MR. EVANS: May I suggest one of the reasons we 
are not so quick to put them in is that we do not want 
anything to happen to ours such as happened to 
Mr. Frawley's. 

MR. FRAWLEY: You are far too timid; you should 
get your feet wet. 

MR. COVERT: Q. Having had time to consider 
this question, what I was going to suggest was that the 
change was so great, the taking of the regulation away 
from a committee of the Cabinet and placing it in the 
hands of the Board of Transport Commissioners, an 
administrative and judicial tribunal, was so great that 
perhaps Parliament thought it wise to retain a measure 
of protection or leave open an avenue of petition or 
appeal, whatever you want to call it, from that Board. 


In other words, Parliament was directing that it be given 
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to the Railway Committee because they believed they 
Should keep some control over it in view of the 
importance of the railways to the country. I wanted 
your views as to whether or not you thought that situa- 
tion had changed? 

A. No, I do not think the situation has changed, 
but I think the provision in the statute greatly 
diminishes the stature of the Board of Transport Com- 
missioners because, as I say, the Privy Council have so 
often reaffirmed that the Board is capable, from their 
own long experience and from the availability of experts, 
to decide questions that are within their jurisdiction, 
and that the Privy Council is not. It seems to me that 
is a futile sort of proceeding. 

Q. Mr. Walker, I want to ask you this. In the 
el per cent case, to which you have referred, did the 
Privy Council not simply refer it back to the Board of 
Transport Commissioners? 

A. No; they expressed several observations as to 
the manner -- 

Q. But the Board of Transport Commissioners was 
left in the position that they could say: We have 
reviewed this and we still think it should be: 2b perccent? 

AY, Yes‘, 

COMMISSIONER ANGUS: Q. Am I right in thinking that 
you link this question of the right of the Governor in 
Council to vary or rescind with the question of the 
ability of the Canadian Pacific Railway Company to raise 
capital by the sale of common stock? 

Ata NOP ear: 

Q. And that you consider your prospects of 
selling common stock better if there is a sort of | 


assurance that future rate cases will not be disturbed 


=) 
46 
. i 


a i: 


vetted ants 


v : i im 
; vausdeo ‘soem i sem A 


1) fe cy ti 


is. writ Be 
: i edd Yo veev at + neva’ fond 00: 
| | " Aly 


shed tw I .vrdnuos snd of saw? 


’ ach tah 


uate fant tauvordd wor Jace 2d. ead 9108, ‘ot ae eweny 


Ss 


nv 
Dr 


-thgmedto ett net t 
Ube seaagto as nota srtte. ond xackid: For ob T om ae | ‘ 
‘ } ¥ 


pie a a Tha 


Tee TD GIT: te ec? ini Meteivond esit 
a ry 


» 


' yu 


emed tetoweract Mo Baeod als to -onedt aha ors Rett fntentty 


7. 
te 
sai 


= ee ee. rey OO) - eFap cope Fae eo ude * 
OG vvye i ar Gee - ‘fa? i es | tiv e% i 


as  .mereeod ererto 
‘ fase Fe 


F $f % ‘ trey ee 2 o + - . - 
'., Stand nost  sidsqso 2) Dract! Am tadt -nereriiacr edo. 
; ie) 


é 4 - i ! 
i tne TT, "y ‘ ¢e bs ip oe oh ej ea aire. oe a tens his ~ ‘ “as é ; Acer er i af 
aetrsqxe Jo yoll ide there: snd moxrt iar sonprregxe ares diel: 


— 


—_— = 
(ogg is 
= 
> 
‘ 
= 
2 
7 


‘ i ' F ‘ a 
ny be ere “4 ed yar * st ot ee ms 
xi J . (pT aan CeAawe CT aSe has nd 


= 


Paris am of smsoe:- 322 .for ci Lioantod tyes sae Faris. one 
ee ee ae ee ne <a) ey Lf 

+ She Aide oP Le f i | aokh Ws | SiTIi'? 8 er ,ey 

t | - 


TON LEW. ent 


* 


esa eee 
= 
- 
* 
Pe 
Dene, 
cea 
- 
haw 
i 
“ 
- 
G 4 
s 
Ge 
we 
oF 
~ 
el 
bends 
Lod 
a 
wy 


She he, f sas Pa, a4 ~ % ¢ire. *‘ —"% 3 : roe ry i es Cle » _ . o li ‘ 
, “ent DfD .bearsdeg oven voy Sotdw io .@aeo tien seq is) 


— 
oe ] 
o 
- 
e: 
> 
— a 

* 
~ 
owt 
a 
te 
x 
ae) 
~ 
- 
tf 


tl tohey yvigots vor Ltonsed vv?’ 


é } i} re a 

ee Las ee * 2 ¢ - i . 

fe renofepinoD trogernssT eho, | 
a yi Ce. ‘ 


= = 
, 


| cf @4 & natok une tsvoves® b SBEST RY fone 2.ouw sf ; ih om ? 
‘ ; p D ' i Wied 

: ke tome eRe 
iL rots An 
ee Sew VSvsniorzalame? tayoardssT To sesomd ae 2u8 a: 
4 ovis olf suse Biyoo-vads cand potd LaOg arty aitvtef | * - 
7 ( 

e8nes ‘sq iS ot bfivoda 32 Hadise Clits ow ie eee bewelver” 

Gr wh 
SUA ASMOTRAINMOD ies oa 


M2 Somraved on9 to tage sft 26 noitegee etadt wart eo = a 
A “—_? P y 


= 2 ; " ~s : tee Pe Pius _" - : : i wt ry _ : a a 
mM 19 aoljeesp sdt- dtitw bi toesr ao) yrev. Be emia. or 

: 4 | ii ie | 
: ss Yosgmol yeviled efera ag ne ii od oO antd ‘Yo aetna i cz 


(ai i t. 7 


i} 


: an 


TO azosqacdy SOY tab aera soy 
a i 


we i” cpa or: 


jyee F108 & 


sional ed ton iSite avaee | 


Vie 


\ 


’ 


NP 


- 13660 - Mr. Walker 


by variations or rescinding? 
A. No, I do not associate the two at all. I am 
talking about general principles. 

COMMISSIONER INNIS: Q. Following up Mr.Covert's 
argument, is there any danger that the Board, having 
comparatively little to do over a long period, and having 
a great deal to do at certain stages, particularly the 
Stages in which there are economic disturbances, may 
become rather rusty? There was this long period of 
nearly twenty years in which they had VERY ILECULS vio ido. 
Is there a danger of them becoming rusty with the result 
that their decisions or judgments perhaps may be less 
Satisfactory than they would otherwise be? I think this 
Commission has had the advantage of a very considerable 
training from people who have been through the various 
rate cases. I am wondering whether that has dive veiied 
up to this time? 

A. Well, their judgments are all recorded from 
the formation of the Commission in 1903. Principles 


have been laid down by eminent men. They are surrounded 


with experts who are familiar with these decisions. 


There is little excuse for anyone becoming rusty who 
is eager for knowledge in the discharge of his respons- 
ibilities. 

Q iG Dl) rors eer over the history of the Board, the 
personnel varies greatly as to capacity, ability and 
numbers, and also as to the amount of work handled from 
year to year? 

A. Yes. Of course in a year when they have either 
a general freight rate investigation or a rate increase 
case such as these two, they are a great deal busier 
than they normally are, but they can and do sit as 


panels. I mean to say, our first case was heard by the 
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whole Board and in the second case it was disposed of 
by the Chief Commissioner, the Assistant Chief, and 
one other. 

COMMISSIONER INNIS: I am sorry to interrupt 
you, Mr. Covert. 

THE WITNESS: That is possible, of course; they 
can divide up the work. 

COMMISSIONER ANGUS: Q. Is it possible in some 
cases that major questions of policy emerge that are 
rather different from the questions in ordinary routine 
cases, and that in such instances the Seu biits of the 
Governor in Council might have more justification than 
in others? 

A, Well, I cannot readily think of any, sir. 

MR. COVERT: Q. There are just two more points 
that I have to take up, and I should like to be able to 
finish so that we will not have to call Mr. Walker back 
for another day. The first one was in connection with 
the matter that Dr. Angus raised yesterday as to the 
revision of the Canadian National Railways capital 
structure. My understanding, Mr. Walker, was that you 
Suggested that any recommendation made by this Commission 
Should be conditional because first there should be a 
raising of the level of rates to see what the C.N.R. 
could do without changing its capital structure. I wanted 
to suggest this to you. I suppose that would mean a 


pretty effective postponement of any revision of the 


capital structure of the C.N.R. for some time because 
there would be the general freight rates investigation, 
and then the establishment of a new rate level and a 
period of waiting in which to find out how that was 


going to affect the C.N.R. 
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A. With the utmost respect for this Commission, 
my thought about that is that the Commission will 
recommend and some parliamentary committee will ultimately 
decide, or Parliament itself, and while the Commission 
may or may not in its wisdom suggest a revision of the 
capital structure, I suggest that certainly the actual 
revision of the structure should not be undertaken until 
a proper level of railway rates is established. Even as 
we stand at this moment, the Chief Commissioner has only 
deferred our application for the 20 per cent increase. 
He gave us 8 per cent and said that some time in the 
future he would get around to considering the rest of 
our application. 

Q. Now then, the last point I have to take up with 
you, Mr. Walker, arose out of some examination this 
morning by Mr. Campbell. You called to his attention 
the fact that there was a difference between amalgamation 
and unification. The matter was not pursued any further, 
and I just wondered if you thought there were still 
possibilities of savings by unification of management 
as distinct from amalgamation? 

A. I don't know that I could answer that question 
without a very great deal of study, Mr. Covert. 

Q. I suppose it would be the management of the 
C.P.R. -- 

A. Amalgamation, you know, has been forbidden in 
Statute after statute. 

Q. I was not proposing to ask about amalgamation 
at all, Mr. Walker. It was just the question of unifi- 
cation. I wanted to find out whether or not the manage- 
ment of the C.P.R. had given any consideration to that 
in recent years? 


A. In recent years no, and I think under the greatly 
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changed economic conditions that exist in Canada today, 
for anyone to advocate unification would involve a 
profound study of the whole situation. 

MR. COVERT: That is all I have. 

COMMISSIONER INNIS: Q. You mentioned this 
morning the competition between American roads for 
passenger traffic, the development of luxury trains, and 
So on. 

ABvEWe gee sire 

Q. Has that meant losses to Canadian roads because 
of passengers travelling to the Pacific coast on 
American roads? 

A. I could not say to what extent, but unquestionably 
it has. I have personal friends who travel east and west 
on the Great Northern luxury train, for example. I don't 
know how extensive it is or what it would represent in 
money, but there is some competition. 

Q. It does represent competition? 

AG “Yes 

MR. O'DONNELL: At this point, Mr. Chairman, I 
Should like to say that, while we do not wish to detain 
Mr. Walker at all, it is by reason of our having been 
advised that an opportunity will be provided to discuss 
any points which Mr. Walker raised with the various 
witnesses of the C.P.R. who are to follow him. During 
the course of their testimony we might review whatever 
we may deem adwisable. Our own officers in due course 


in any event, will present our own particular views. 


RE-EXAMINATION BY MR. CARSON: 


Q. Mr. Walker, in your cross-examination yesterday 


by Mr. Shepard, at page 13410, he was asking you about 
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a@ sentence in paragraph 1 of our submission, and it is 
quoted there. It reads: 
"The essential problem can, in our view, be 

Simply stated, that is to say: How the people of 

Canada can be furnished adequate and modern trans- 

portation services at the lowest possible cost to 

the nation and without unnecessary or uneconomic 

consumption of labour and materials." 
Mr. Shepard went on to divide that sentence into what 
he called three elements, the provision of adequate and 
modern transportation services named first, and then 
secondly the lowest possible cost for providing those 
services, and thirdly the matter of unnecessary and 
uneconomic consumption of labour and materials. Then 
I think he was putting a question to you as to how the 
three elements should be left to be determined, and as 
to the first two you referred to the Board of Transport 
Commissioners, and you suggested that the third might 
to some extent be under the control of the company. I 
was wondering whether you intended in that answer to 
rule out in any way the role of management with respect 
to the first. two? 

A. Well, I did not, Mr. Carson, because the statute 
imposes on the railway company the duty at all times to 
maintain suitable and sufficient facilities for the 
handling of all traffic on the railway. In the first 
instance that is the responsibility of management, and 
aS I think I said yesterday we would not concede for a 
moment that the Board of Transport Commissioners should 
dictate to us as to what facilities we should provide. 
That is a problem of management. They might say at any 
time, as in a given instance, that we were not maintaining 


suitable and sufficient facilities, but it is the 
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responsibility of management to decide what the public 
service needsin the way of train service, equipment, 

and so on, and unless and until we fail to provide 
adequate and suitable facilities it seems to me the Board 
has no ground for interference. 

Q. Then as to the second matter, the matter of the 
lowest possible cost for providing these services, I 
would assume from what you have said that you regard 
that as a matter for management as well? 

| A. Well, yes. 

Q. Then at page 13419, again under Mr. Shepard's 
questioning, he was rather putting /that there was no 
objection to the Board of Transport Commissioners con- 
trolling your standard of service and you said: 

"I do not think I said that in just the way you 

HUGE 
What I wanted to ask you is whether you drew any dis- 
tinction between the Board controlling standards and 
regulating standards of service? 

A. There Is; I may have spoken hastily. I do not 
think the Board of Transport Commissioners have any more 
right to control our standards than they have to direct 
us to put on streamlined trains, as I say, but they have 
&a right to regulate us in the discharge of our duty 
to maintain suitable and sufficient facilities for the 
carriage of the traffic on the railway, whether it is 
passenger or freight. 

THE CHAIRMAN: Q. How would they find out whether 
you-are: Tulriliane that obligation? 

Ay) On, Bhs have inspectors on the road all the time. 

Q. And what standards do they apply, or do you 
furnish the standards yourself? 


A. I suppose we do; both railways furnish the 
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Standards. 

MR. EVANS: There are many rules and regulations 
by the different branches of the Board's staff. 

THE WITNESS: The matter of wooden coaches, for 
example, is one on which the Board have very properly 
nee US; they have not ordered us to replace them 
within a certain length of time because they knew that 
was impossible, but they have supervised the replacement 
of wooden coaches with steel coaches from time to time, 
and both railways are anxious to get rid of this ola 
equipment as fast as they can, but it has been physically 
impossible. to. do. it. 

THE CHAIRMAN: Q. If it were physically possible 
to replace all wooden coaches by steel coaches now, would 
you say that the Board would not have the power to order 
you to do so under the present set-up? 

A. I would say they would have power. 
Q. A matter of safety, I suppose? 
AY mxackly. 

MR. CARSON: Q. You were asked this afternoon 
about the matter of a rate base and rate return by my 
friend, Mr. Covert, and I think the Chairman asked you 
whether the company had any suggestion to make as to a 


recommendation by the Commission. I know you did not 


have our brief in your nana av the time, ouy -& think: £ 
might tell the Commission -- 
THE CHAIRMAN: All I suggested in that respect 
was that if you had any changes to suggest you might put 
them in the form of amendments to the present legislation. 
MR. CARSON: I have that in mind, too, Mr.Chairman. 
THE CHAIRMAN; Did I say something else? 
MRy CARSON: I think you. put it a little 
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differently to Mr. Walker, you asked him about that 
Specific matter, whether there was any Suggestion as 
to a recommendation by the Commission, and I know he 
did not have our brief at hand when he was asked the 
question. I was not intending to trouble him about 
it at the moment, but simply to draw the Commission's 
attention to page 64 of Part I of our brief in which 
our outline submission summarizes the position we 
take on that matter. 

THE WITNESS: That is sections 42 to 45 inclusive 

of the outline submission. 

MR. CARSON: Q. Yes. 

A. [had no-intention -of departing from that. 

Q. There is nothing I want to ask Mr. Walker about 
that, but I do want to call it to the Commission's 
attention while it is fresh in your mind. Perhaps it 
1s enough if I read section 45. 

"It is submitted that no amendment is necessary 
to the Railway Act of Canada to apply the principle 
of fixing general rate levels on the basis of a fair 
return on the investment in railway property used | 
in transportation service. The determination of 
investment in such property and of the rate of 
return are matters which should properly be left 
to the Board of Transport Commissioners." 

There is one further matter, Mr. Walker.. In speaking 
about these app@éals, I think Mr. Covert suggested that 
the appeal was not being abused. I was wondering whether 
in your judgment the fact that the appeal is sort of 


hovering over the heads of the Board all the time is a 


matter that is not considered advisable. 


(Page 13670 follows) 
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A. Well, I think it must affect their judgment; 
certainly their morale. 

MR FRAWLEY: Trial judges feel the same way, I 
Suppose. 

MR CARSON: Well, I don't know about that, Mr. 
Frawley. There is quite a difference, if I may suggest it. 

THE CHAIRMAN: Fortunately, there are more 
appeals from trial judges. 

| MR CARSON: Q. When you referred to a citizen 

appearing before the National War Labour Board iw the 
‘public interest, and Mr. Frawley asked you to name him 
and you mentioned Professor McDougall, there was a great 
deal of smiling went on at this end of the table, but may 
I take it--- 

MR FRAWLEY: Not at this end of the table; cer- 
tainly not by the asker of the question. 

MR CARSON: Well, I perhaps cannot identify the 
smilers. 

Q. All 2 was going to say, quite seriously, Mr. 
Walker, was that Professor McDougall was not there at the 
instance of the Canadian Pacific? 

&. OR) Certainly not. 


Q. 


wv 


Miat Veale, chank “you. 

A. He is a profound student of the subject, and he 
was interested as a member of the public; no connection 
whatsoever with the Canadian Pacific. 

MR FRAWLEY: Mr. Chairman, before we adjourn, 
I take it the next witness is Mr. Crump, and I would ask, 
if Mr. Crump has any document to use when he is giving 
his evidence, any statement or any brief, that we should 
be furnished with that now, because, frankly, Mr. Walker 
came in with a brief, and I understand there were good 


reasons perhaps why that was not made available to us, 
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but it is pretty difficult to cross-examine on a brief 
that you see only when the witness goes into the box. 

I therefore say that if Mr. Crump has anything in the 
nature of a statement we should have it, or, if he has 
not, and is*not going to have.one, then I think Mr. Carson 
should direct us to those pages in the brief which he will 
discuss. Then we might--- 

THE CHAIRMAN: Well, perhaps Mr. Crump has learned 
it by heart. 

MR FRAWLEY: Well, that may be. 

MR CARSON: May I tell my friend that ali I have 
under Mr. Crump's name at the moment, under "C" in my 
notebook, is "Crump", and I may have to work pretty late 
tonight to get anything ready for tomorrow. 

MR FRAWLEY: Well, I simply say this seriously: 
If Mr. Crump goes into the box tomorrow with a written 
statement, then I think it is too bad that we will not 
have been furnished with that statement before he goes into 
tne .Dex . 

THE CHAIRMAN: What is the fact, Mr. Carson? 

Is Mr. Crump coming in with a written statement? 
MR CARSON: No, my lord, not as far as I know yet. 
THE CHAIRMAN: Not as far as you know yet. 


---The Commission adjourned at 4:53 p.m. until 10:30 a.m. 
on Wednesday, December 14, 1949. 
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eee Mr. Crump 
Wednesday, December 14th 1949. 


MORNING SESSION 


---- The Commission met at 10.30 a.m. 


THE CHAIRMAN: Very well, Mr. Carson. 
MR. CARSON: foal Mn, Norris. R. Cramp. 


NORRIS; R. CRUMP CALLED 
EXAMINED BY MR. CARSON 


MR. CARSON: Q. Mr. Crump. what is your position 
with the Canadian Pacific Railway Company? 

A. I am Vice-President. 

Q@. And what does your jurisdiction cover? 

A. I am in charge of all rail lines and inland 
and coastal steamships of the Canarian Pacific. 

Q. In order to shorten matters, instead of asking 
you questions, I shall put on the record, with the consent 
of my friends, your history. 

You were born in Revelstoke, British Columbia 
on July 30, 1904. You received your primary eduction in 
Vancouver and in Revelstoke. You received your secondary 
eduction at night schools in Winnipeg. Then you attended 
Purdue University in Lafayette, Indiana, and obtained 
the degrees of Bachelor of Science in Mechanical Engineer- 
ing in 1929, and the degree of M.E.,that is, Mechanical 
Engineer in 1936. And you are a member of the Engineering 
Institute of Canada. 

Your service with the Canadian Pacific commenced 
in June 1920, when you started as a labourer at 
Revelstoke, B.C. And then in September of that year, that 
is 1920, you became a Machinist Apprentice at Field, B,C. 
And in February 1922, you became a Machinist Apprentice at 
Revelstoke, B.C. 

Then men ene to Winnipeg in the same work, in May 


1923. And during the years 1925 to 1929 you had; leave 


ey r 
ipa 
a ee ca | 
el movers 


+8 Of.04 Je 


Phe ad 
LHOMESO 9 lew ¢ 
gmt A Peto pd feet 


ea 


o 5 


. aattiger svez ef terlw .qmireD .aM 1p sMOeAND a ‘ 
| '. Wyasqeod yeeliel eftreed neibane) ody atte 
a diablo Teen ty aa tee 

Meveo AOktothelaul qvoy seob fanw baA .p 


rie 


Sneiat Ban gent {let fle te egtoede mi ma LA 
/ottinel geroens? at lo sqtdamsete Javasoo bas 

er ttes 10 Beaten! .evetten. cedcorta of endo al a? 
wheeqan et? ftiw .ktGeer elt mo sug Ileda arieisnedmae 
‘Vtotain wey .ehbretss ya Do 

at emp fac. As EG £4 -MkOte Lavell wv? avad anew Pe 

AY RGtGoehe TRemiag soy hevieset wo¥ .#ORL OF glut ne 
VERhGSoae aire hevresen uoy eed afevel ot bas cavuoona¥ 
SaSnadte wvoy wall .geqiantW at efeantne tdate ta . cohtouhe 
pontaida Bae ,anetoal ,etteveted at viieseviad subi | 
SNQSAIANE faoinadsalt mh eonetoe Yo seledas@ to tentneh ait ) 
Tec lsadool ,eF tat, 5.M Io eorgeh ad? Bae .CSOE at sat i a6 
Mlisontan€ edt te 4admew a ots voy bohk .Q€2E ak veentant i 
| J 


.Shened to etat tt and 


PAQnomMeo OLRSGBF aothanad oft Ab hy eelvese avert 
Fouved@l 2 a Sed¢ate voy wade “GSel eret ob _ 
wats ‘THOU Fea to tedmetes® at nagd byA 2.8. ,otteadtel evat a 
KE Bhat’ a6 asts MOtEGa Sutahiosh A egmoed wor OOF et 
ne Selenenyek teteinneh @ eganad UOY,.« LSet venice t mh Bok 
ph OG sotatel ere | 


tan. ah, teow ie ORS ail ee hoa me oF 


- 13673 - Mr. Crump 


of absence from the Company in order to attend the 
University, that is, Pardue University. And then you 
returned, in the summer of 1928, while still at the 
University, and you worked from June to September as 
Transitman on Railway Construction at Swift Current, 
caskatchewan. 

From 1930 to 1936 you served as Roundhouse Foreman 
at Seskatoon, Saskatchewan, Lethbridge, Alberta, 

MacLeod, Alberta, Calgary, Alberta, Wilkie. Saskatchewan. , 
and Moose Jaw, Saskatchewan. 

From 1936 to 1939 you were Division Master Mechanic 
at Moose Jaw, Saskatchewan, and at Regina, Saskatchewan. 
In 1940 you were Chief Draughtsman, Western Lines, 
Winnipeg, Manitoba. From 1941 to 1942 you were 
Assistant Superintendent of Motive Power, Western Lines, 
with headquarters at Winnipeg, Manitoba. 

In May 1942, you came to Montreal as Assistant to 
the Vice-President. In October 1943 you were appointed 
General Superintendent of the Optario District, with 
headquarters at Toronto. In January 1946 you became 
General Manager, Eastern Lines with headquarters at 
Toronto. In January 1947 you became Vice-President and 
General Manager of Eastern Lines, still at Toronto. 
In August 1947, you became Vice-President of the Eastern 
Region, Toronto. In April 1948, you became Vice-President 
of all lines, with headquarters at Montyveal. In 
February 1947 you were elected to the Board of Directors 
of the Company. And in May 1949, you were elected Vice- 
President of the Company and a member of the Executive 
Committee. Have I stated that correctly, Mr. Crump? 

A That is correct. 

Now then, yesterday, my friend Mr. Frawley, when 


cross-examiniing Mr. Walker at pages 13471 and 13472, 
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referred fone wage increase of 17¢ per hour that came 
into effect in July 1948, but which was lmade retroactive 
to March Ist, 1948. And Mr. Frawley suggested that he 
had been told it could have been settled at much less 
than 17¢ per hour, and went on to suggest that it could 
have been settled at 10¢ an hour rather than 17¢ an hour. 
Would you be good enough to tell the Commission something 
about the events which led to that wage increase? 

A. The demands that Mr. Carson has spoken of are 
known in our circles as the 17¢ Increase Case. All of 
the railways in .Canada first received these demands on 


November 20, 1947, at which time thirteen of the 


International Brotherhood Organizations submitted 
individually to us but to all at the same time requests 
for an increase of 35¢ an hour. Actually it should be 
known as the 35¢ Case because that was the original 
demand. 

There were thirteen of the International Organizations 
involved and at the same the Canadian Brotherhood of 
Rene whey Employees, which is a Canadian organization, 
also submitted demands upon the railways slightly different 
in character but essentially the same. 

We carried on negotiations with these two groups 
Separately, and they became known as the International 
Groupsol the ‘G28. tof RUB: Group,’ thet dis .) the) Canadian 
Brotherhood. of Railway Employees. 

These were the groups with which we carried on 
negotiations in that case. The rmgotiations were conducted 

between the men and the railways, and we did not arrive 
at any satisfactory solution. And in accordance with the 
Canadian Labour Relations Act, if I am correct 
in the title of that regulation, t'‘he Minister of Labour 
was advised that we could not come to any amiciable 


Settlement. 
(Page 13678 follows) 
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Consequently under date of January 6, 1948, conciliation 
officers were appointed by the Minister, and they in 
turn dealt with the railways and the two major groups of 
the men in an effort to bring about some solution of the 
problem. This was not possible, and they in turn 
reported to the Minister that no solution had been found, 
and consequently the Minister boards oT conciliation. 

The boards of conciliation were under the same 
chairman, but with different memberships of the boards. 
These boards held naoctves in Montreal. The hearings 
first commenced on March 10, 1948, and closd on April pi, 
The majority report of the boards was that an increase 
of 7 cents an hour in their opinion was justified. The 
minority report was 20 cents. Following that judgment 
the railways accepted the majority report of the boards 
of conciliation, that is, we signified our willingness 
to settle on the basis of an increase of 7 cents an hour. 
The men would not accept that majority report, and 
consequently a deadlock ensued. As a matter of fact, 
the men not only signified their unwillingness to accept 
the findings of the board, but they put out a strike 
vote, and our situation was deadloeked at that point. 

Then a somewhat unusual procedure was followed, 
but the situation was exceedingly serious. Under date 
of May 27, 1948, the Minister of Labour proposed the 
reconvening of the boards to operate purely in a 
mediatory capacity. 

Q. When was the result of the strike vote 


known? 


A. The precise date -- 
Q@. I do not care about the precise date; 
approximately at what stage did that become known? 


A. It was on June 28 that the chairman of the 
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negotiating eolmittes informed the railways that a 
concerted and peaceful withdrawal from the service would 
take place’ on Thursday,"dJuly 15, 19048,° at 6 a.m.’ Before 
we were informed of that the boards of conciliation had 
been reconvened to act in a mediatory capacity. Both 
the railways and the men had several meetings with the 
boards which were under the chairmanship of Mr. Justice 
Cameron. It was during those proceedings that the 
offers took place to which perhaps Mr. Frawley had 
reference, because it was during those negotiations 
carried on between the men and ourselves through the 
medium of the boards that the railways finally offered 

a maximum increase of 10 cents an hour. The counter 
offer of the men at that time was a reduction from 

35 to 30 cents an hour. There we deadlocked. 

The boards reported to the Minister that that 
was the situation, and that the boards could effect no 
further solution. As the date of withdrawal from 
service was drawing close, the Minister summoned both 
parties to Ottawa where numerous conferences were held, 
the first conference being held here on July Q. 
Negotiations were carried on from that time until 
July 14, the day before the railway strike was to take 
ClLecL. 

On the afternoon of July 14 a settlement was 
finally arrived at and the men were notified that the 
strike would not take place. Perhaps it would not be 
out of place to say at this’ point that the situation 
on July 14 was exceedingly serious. Whether it was 
generally realized in Canada how serious it was I am 


not sure, but we had already made our plans for a 


complete shutdown of the railway. We had many problems 


to consider. 
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THE CHAIRMAN: Q. Pardon me a moment; do you 
mean both railways? 

A. Yes, both railways, in fact, all railways. 

MR. CARSON: All Canadian railways. 

THE WITNESS: We had a great many problems to 
consider, as you can imagine in a situation of that 
kind. Perhaps I can point that up by one of the problems 
which I used on the afternoon of July 14, as a matter of 
fact. We had a large number of American guests in our 
hotels -- I am speaking of the Canadian Pacific -- at 
Lake Louise and Banff. In the event of a complete 
shutdown of railway services these guests would not only 
be left stranded in the hotels, but there would also be 
the matter of supplying sustenance to them in a more 
or less isolated region such as that. Consequently 
we had special trains made up which were parked at 
Banff, and the fastest possible schedule was arranged 
between Banff and Portal, North Dakota, so that we could 
get these American tourists and visitors out of Banff 
to Portal, or the American border, by 6 a.m., or at 
least get them out of Moose Jaw by 6 a.m. on the morning 
of July 15, and enable them to return to their own 
country. 

As a matter of fact, the guests were already 
loaded on the trains at Banff ready to leave when the 
settlement was arrived at. I merely tell you all that 
to give you some indication of how serious the situation 
was. I think that broadly covers the 35 cent case in 


the wage rates. 


(Page 13683 follows) 
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MR CARSON: Thank you, Mr. Crump. 

Now I would like to go to our submission, 
Part I, at page 4, quoting from the outline submission, 
commencing at paragraph 18. That submission describes 
in a very general way the nature of the organization of 
the administrative forces of the Company, and refers to a 
map showing the traffic density by subdivisions on the 
railway in 1948, a map which I am not asking you to deal 
with; Mr. Liddy 1s going to deal with that. 

Then paragraph 19 points out that that 
map shows the extent to which the Canadian Pacific Railway 
consists of low density lines. Reference is then made to 
costs per unit of traffic within certain limits tending 
to have certain consequences as the density increases, and 
it goes on to say that the continued operation of many 
branch lines is justified only because they act as feeders 
vo the higher density main lines. 

Then I would like, if I may, to read paragraph 20: 

"Notwithstanding the general upward trend of wage 

and material costs, the average revenue received by 

Canadian Pacific for hauling one ton of freight one 

mile was 1.2¢ in 1885 and 1.13¢ in 1948." 

Q. And that, I believe, takes into account, of 
course, the effect of the 21% increase from April 8, 1949; 
f*am-rient «in that; Mro Crump? 

Ae “Lvatd inet make this rehart up. 

Q. Well, Mr. Evans reminds me that Mr. Liddy made 
that study. 

"In terms of real purchasing power the cost to the 

shipper today is less than half that of 1885. These 

facts are apparent from the chart at page 4 of the 

Appendix. This reduction in rail transportation costs 


was achieved not only as a result of increased traffic 
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volume but also as a result of a more efficient use 

by Canadiam Pacifle of its plant and equipment. The 
increase in efficiency has been possible because heavy 
capital expenditures have been made by the Company. 

"21. While the Canadian Pacific railway system 

is to a very great extent the same as originally sur- 
veyed and constructed, the capacity and efficiency of 
the plant has been increased by improved roadbeds, 
heavier rail, greater: capacity of: freight: cars’ and 
locomotives, installation of automatic signals and 
improvements and additions to terminal facilities. 
These improvements have taken place gradually but the 
development of Canada and the demands for improved 
service require that very substantial capital projects 
be undertaken by Canadian Pacific in the immediate 
future." 

It is that paragraph 21, my lord and members of 
the Commission, that I propose to have Mr. Crump speak 
about in a moment or so. 

Then in the further submissions there is a little 
elaboration of the history of the bullding of the plant 
and the policies. Dates are given when the main line was 
completed, and©reference is. then made to the extension of 
the lines of the company as the country grew, and to im- 
provements that were made to older property to increase 
capacity and improve efficiency. Then mention is made of 
the floweofetraffic)thateincreasedvas “branch lines were 
added; reference is made to the enlargement and extension 
of terminal facilities, the construction of double tracking, 
heavier and improved rail and ballast, the installation of 
automatic signals, the purchase of locomotives and freight 
cars of greater capacity, and many other similar improve- 


ments. Then the effect of these improvements is indicated 
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in the Digest of Canadian Pacific Development, in the 
Appendix at page 27. Mr. Liddy will deal with the 
details of that appendix. Then the submission goes on: 
"In skeleton form the following is a record of the 
growth of the Company over the past half century", 
and there is a very short table at the top of page 6, 
which compares the year 1898 with the year 1923 and the 
year 1948 in respect of mileage operated, the growth 
having been from 6,681 miles in 1898 to 17,032 miles in 
1948. Comparison for similar periods is given in respect 
of the number of locomotives, the growth having been from 
644 such units in 1898 up to 2,255 in 1923, but coming 
down to 1831 in 1948. Then a comparison is made of the 
total tractive effort of those locomotives in pounds, the 
growth being from 9,982,000-odd in 1898 to 73,700,000-odd 
in 1948. Then comparison is given of the revenue freight 
ton miles in thousands, the growth from 1898 to 1948 being 
from 2,142,320 -- but again the thousands are to be added 
ton thacee< tO. 25,01Gj;400 in 1948, 
Then the submission comments on that in these 
terms: 
"Thus, over this fifty-year period while the 
facilities of the railway as measured by miles of road 
and number of locomotives were expanded from 2% to 3 
times, tractive effort of locomotives increased 
sevenfold and the freight traffic handled increased 
twelvefold. Reference to the table at p. 5 of the 
Appendix" -- 
another matter to which Mr. Liddy will refer -- 
"will show how, over the same period, the revenue per 
ton mile in terms of constant purchasing power de- 
clined in 1948 to less than one-half of what it was 


in 1898. However, it should be stressed that revenue 
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in 1948 was inadequate to maintain the Company in a 
sound position, although the additional revenues 
required would not substantially change the relation- 
ship between 1898 and the present." 

Now, Mr. Crump, with that introduction to 
matters with which you are thoroughly familiar, I would 
like you, if you would, to continue to read from there on 
for a moment. 

A, To finance the additions and betterments which 
made possible these improvements in its ability to handle 
traffic, Canadian Pacific has had to secure large sums of 
additional capital funds. While these funds were obtained 
in part by the sale of equity stock and fixed interest 
obligations, a considerable amount was reinvestment of net 
sncome and funds made available through depreciation 
charges. The Company, from an early stage in its develop- 
ment, followed a policy of reinvesting, rather than dis- 
tributing to stockholders, substantial portions of its net 
earnings. 

The fact that Canadian Pacific was able to con- 
tinue on a sound financial basis when other major railways 
in Canada became insolvent is in no small measure due to 
the adoption of conservative policies in construction and 
finance. The result is that Canadian Pacific has peen 
able to furnish efficient and economical transportation 

service to Canada in peace and in war. 

Throughout the depression, war and post-war 
periods extending over the past twenty years, however, 
Canadian Pacific has been finding it increasingly diffi- 
cult to continue the desirable policies which it had 
previously followed. During the 1930's funds for under- 
taking any extensive program of capital improvements were 


not available, and in any event traffic levels of those 
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years would not have justified them. In the war years, 
the Company enjoyed a relatively Lp ap Ne Ces level of net 
railway earnings, but shortages of labour, materials and 
equipment prevented the possibility of carrying out any 
improvement program other than works of most urgent and 
immediate necessity. In the post-war period, Canadian 
Pacific has been caught between the millstones of ° 
sharply rising costs and revenues held down by rates close 
to prewar levels. As a result, net railway earnings have 
been insufficient either to provide the funds required for 
reinvestment in the property or to attract the necessary 


amount of new capital to the enterprise. 


(Page 13689 follows) 
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While the era of branch line construction which 
ended in the late 1920's is not likely to recur, Canadian 
Pacific has a continuing need for funds to enlarge and 
improve its property in keeping with changing conditions. 
Terminals and freight sheds must be redesigned and relocated 
because of industrial growth. Ability to move an increasing 
volume of traffic more expeditiously requires extensive 
Signal installations. Track standards must be improved 
with heavier rail, and better ballast. New and improved 
types of motive power and equipment have been developed and 
ere required to handle increased traffic more efficiently. 

Q. Now, Mr. Crump, in the 20 Percent Case before 
the Board of Transport Commissioners you and Mr. Newman gave 
evidence relating to the enticipated requirements 6f your 
Company in the five-year period 1950 to 1954 inclusive. 

Mr. Newman's postion with the Company is what? 

A. Mr. Newman is Chief of the Motive Power and 
Rolling Stock and Manager of the Research Department. 

Q@. And the evidence to which I refer outlines the 
programme involving capital expenditures for roadway pro- 
perty and equipment averaging some $75 million annually 
during that five-year period? 

A ¥es. 

Q. “And then,<eb—page-1296 of the evidence in thet 
case, you state that while the capital expenditure projects 
were not to be treated as projects to which the company 
was definitely committed, they were the minimum, in your 
Opinion, of what the Company must undertake if it was to 
provide for the increase in requirements of the public 
service. Now then, I would like you to go on and tell the 
Commission in the light of the Brief whst those expenditures 


include? 
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A. REPLACEMENT OF WORN OUT FACILITIES: 


As railway property becomes worn out it must be 
replaced-invorder. that. seryice,.can beamaiantained.) «Under 
normal conditions annual depreciation accruals should provide 
for the replacement in kind of worn out depreciable property 
such as rolling stock, bridges, buildings and the like. 
However, under existing conditions there has been such a marked 
change in price level that there is 2 wide gap between the 
cost of new property nes the: original,cost of.the old property 
on which depreciation has been accrued. Thus, additional 
funds are required to bridge this gap in order to maintain 
even a property of unchanged capacity. 


IMPROVEMENTS IN SERVICE 


The quickening tempo of business brought about by 
increased specialization, faster and larger scale production 
and high cost of labour and material has accentuated the 
desire to keep inventory low and turnover high. To meet these 
changing needs of commerce, in the face of growing competition 
from other forms of transport, Canadian Pacific must be 
prepsred to render the kind of service required. To do so 


it must modernize existing facilities and secure new tools. 
ECONOMIES IN OPERATION 


Canadian Pacific is today confronted with labour and 
material costs higher than ever before in its history. In an 
endeavour to offset these higher costs and to avoid their full 
effect being passed on to its customers, Canadian Pacific must 
employ new materials and methods wherever possible. The bene- 
fit of technological improvements must be obtained. This will 
entail the expenditure of a substantial amount of capital 


funds. 
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EXPANSION TO MEET GROWING NATIONAL REQUIREMENTS 


Apart from consideration of ways and means to handle 
present traffic more expeditiously and economically, the 
growth of Canada has to be taken into account. Currently the 
population of the Dominion is increasing by approximately 
300,000 persons annually. The long term trend indicates that 
the normal volume of freight traffic handled by the Canadian 
Pacific averages 1,500 revenue ton miles per person per year. 
Consequently, Canadian Pacific is faced with a potential 
annual traffic growth of 450,000,000 revenue freight ton 
mites, This will Seperate enlargements of the railway 
plant. This, as Mr, Newman explained in his evidence in the 
20% Case, does not mean that the increase in traffic due to 
increase in population will necessarily be imposed upon the 
present high traffic volume. It does mean, however, that the 
normal average volume of traffic will increase with the popu=- 
lation and the railway plant and equipment must likewise have 
increased capacity. Mr. Newman explained, p. 1453 of the 
transcript in the 20% Case, that neither equipment nor plant 
should be geared to the foreseeable maximum volume of traffic 
but to the foreseeable or probable average volume of traffic, 
so that in peak years nearly maximum utilization could be 
obtained and in below average years no large excess of capa- 
city would be present. 

Canadian Pacific is confronted with the necessity 
for securing substantial amounts of new capital. The rail- 
way plant and facilities are not static but must grow 
with Canada and keep in step with the times. If the Company 
cannot attract capital for these purposes, it will become 
sterile to the detriment of the nation. Adequate facilities 
and equipment are essential for efficient service and econo- 


mical operation, 
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Q. Mr. Crump, I would like to interrupt there, if I 
may, and ask you to tell the Commission something about 
what you have in mind in that perticular sentence that 
you have just read. You had referred on page 9 at the 
top to the need for modernizing existing facilities and 
Securing new tools and that sort of thing. Would you 
elaborate on that a little bit, please? 

A. Well, to my mind, one of the best examples of new 
tools that the railways need and sere now acquiring are 
diesel locomotives. The Canadian Pacific has felt for 
Some time that Re eee a highly desirable transportation 
tool, and, as a matter of fact, we started acquiring diesel 
Switching locomotives in 1942 and since that time we have 
steadily acquired diesel switching locomotives. 

I might give just an illustration of just what I mean 
there in that in acquiring these diesel locomotives, we 
have been able to place them in busy terminals on the basis 
of twenty-four hours a day and seven days a week. In other 
words, the steam yard engine perhaps can ey maximum of 
16 hours 9 day because it must be taken off for servicing 
due to the mechanical features of the steam engine, whereas 


a diesel can work 24 hours a day and seven days a week. 


(Page 13695 follows) 
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As a matter of fact, I think we take them off for 
sixteen hours a month for servicing and inspection. 

Q. Does that mean that they ae in continuous 
operation, say for those sixteen hours each each month? 

A. They are in continuous operation save for the 
sixteen hours I mention, except for the taking on of 
fuel and sand, which is only a few .minutes'operation. 

Q Yes. 

A We have added to our diesel equipment with the 
thought in mind that any diesel switchers we acquire 
should be placed at points where they can perform that 
type of service on @ 24-hour basis. 

More recently we have gone into road operation of 
diesels. We now have Vancouver Island entirely 
dieselized. All steam engines have been taken off 
Vancouver Island. 

I might say that this is a very desirable programme 
in my view, that is, taking segregated territories and 
dieselizing them completely, if we can do so, because 
then we are enabled to remove all of the coal or steam 
handling facilities. 

On Vancouver Island, for instance, where we now 
have entirely diesel operation, we can remove the coal 
boxes, the water tanks, the ashpits, and other facilities 
which go to the servicing of steam locomotives, and 
thereby obtain maximum economies. 

The first entirelY @ieselized territory was Vancouver 
Island. And secondly we undertook a study of the territory 
which we operate between Moatreal and Wells River, 
Vermont which is, shall I say, international territory. 
In that territory our equipment operates in both the 
United States and Canada, and we now have that territory 
entirely dieselized for freight - service. And Thursday 


morning, that is to-morrow morning, we Wid put our 
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final steam engines in that territory out of commission 
On passenger trains, and operate our passenger trains 
also with diesel locomotives. 

Following the study that was made in Vermont, on 
the Vermont service, we then studied the territory north 
of Lake Superior, which is known in the Canadian Pacific 
as the Schreiber Division, or the NOrth Shore. And we 
now have placed orders for 58 diesel locomotives to 
dieselize the entire Brenton that ars -to-sey,,cthe 
entire freight operation on the Schreiber Division. 

We anticipate that project will be completed by some time 
next fall. Incidentally, these diesel lcoomotives will 
be entirely made in Canada; that is, they are 

Canadian made locomotives. 

We have further studies under way for dieselization 
of certain sections of our territory where we consider 
Substantial operating savings could be made. Ag a 
further example of what I mean, here is one which has 
just occurred to me. 

We now have a demonstrator unit operating on our 
railway-- and the Canadian National has one also - - 
econsistingrofethree units iof 1500 ‘herse power jeach,'/or 
a total of 4500 horse power, which is loaned to us by 
General MOtors, for test and control under any conditions 
in Canada in which we might wish to test it. 

We have felt that while dieselization had gone 
forward very rapidly in the United States in past years, 
we should proceed a little more slowly, and we felt, 
and still do feel, that there are many problems of 
operation in Canada to be faced with diesel locomotives, 
which our American friends do not have to face and 
consequently have not solved. But with the two demonstrat= 


or units of both railways, we hope to produce much useful 
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information to govern our future thinking on this matter. 

In other equipment, with trends of equipment 
changing, as in freight equipment, for instance, we have 
built, in the last two or three years, covered hopper 
cars, a type of car which is comparatively new in railroad 
service and new in Canada. The Canadian National and 
we have built some of those cars, 

Essentially, they are just a large coal hopper car 
from which the load is taken from underneath from hoppers 
which are covered on the top with hatches, so that 
materials such as bulk cement can be handled without the 
necessity of bagging and so forth. 

We are also building heavier box cars of greater 
capacity, and gondolas and longer flat.cars and things of 
that type. I think that, perhaps, adequately explains 
what I meant in the way of equipment. 

Now we have another problem which to me is exceedingly 
important as Chief Operating Officer of the railway, , 
and one in which I am very much interested, and that is 
Siznealetinstallation. 

Essentially the Canadian Pacific is a single track 
railway, and the installation of signals has proceeded in 
past years at, what I felt personally was too slow a 
rate. I would like to see them developed at’a greater rate 
because they increase the capacity of our line. 

An illustration of that ts that during the War the 
traffic borne by our North Shore line, or the Schreiber 
Division which I referred to @ moment ago,was extremely 
heavy. There were no signals in that territory between 
Fort William and in the vicinity of Sudbury. 

After a very en TES study of signal 
practice in the United States, we decided upon & system 


of signalling that I designate as a modified A.P.B system, 
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and that system was installed on the two central sub- 
divisions of the Schreiber Division in the territory 
from Chapleau to Schreiber, and those Signals increased 
the capacity of our line and enabled us to handle the 
traffic much more economically. 

Q While you are at that stage, could you tell the 
Commission, by way of contrast, how you carried on 
without signals, how could you operate without signals? 

A. Operation without signals is carried on by 
train order entirely. Orders are handed to the 
engineer and conductor by operators along the line, and 
under those circumstances and the operating rules -- 
"Train and Inter-Locking Rules" is the official term -- 
certain restrictions are placed upon train operation. 
For instance, in following movements, it is necessary 
to keep either a time limit on following movements, or 
what is known as 4an absolute block, which means that a 
train will not be allowed to follow another train until 
the preceding * train has reached the station ahead and 
reported in. 

Now, under signal operation -- I might say that the 
term I used here a moment ago was’ A.?.B." Do you wish 
me to go into that in detail? 

Q Not in any great detail. 

A. A.P.B. means "Absolute permissive block". The 
permissive feature allows trains to follow each other from 
one block to the other. That is one of the great advantages 
of signalling, because it increases the capacity of the 
line and allows you t»o get your trains closer together. 

Q. How long is a block? 

A. They vary in different territories, but a block 
cannot be less than the braking distance. Generally 


speaking I would say a block is from two to three or 
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and a half miles. 

Q...,¥Yes. 

A. The installation of signals allows a greater 
number of trains to be handled and it increases the 
capacity. of our line. However, should traffic increase 
beyond that point, there is a further recourse to which 
we can go, which was not available a few years ago. 

As you will remember, a few years ago if traffic on 
&@ single track operation became too great for the capacity 
of that track, it was necessary to double track, that ‘1s 
to put in a second track and handle trains in each direction 
On individual tracks. 

We now have a new tool in transportation wotel, invbhe 
ultimate, would not overcome the disabilities of double 
track, but which would, up to a point, take the place of 
double track. 

Q. Do you mean "disabilities of double Cracic! | loa 
of single track? 

A. No. What I mean there is that with this new tool 
we are enabled to go a considerable distance toward the 
point at which, in past years ,double tracking would have 
had to be done. 

Gi est ee 

A. This is called Centralized Traffic Control. 

Q What is that?° 

A. Cé€ntralized Traffic Control, more commonly known 
as 0,.0.C , and 1f very greatly increases the capacity of 
the line. | 

The Cenadian Pacific has no sections with Centralized 
Traffic Control as such. We have some small operations 
which somewhat resemble it. But the best example of 0.7 0% 
in Canada is on the Canadian National in the Meritimes. 


Essentially, C.T.C. enables the nandiing of trafric 
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very largely by the despatcher at headquarters, through 
the control of automatic switches and Siena ts" Ouue on) the 
line. 

We had in our studies considered C.T.C. for Several 
operations in our -rajylroad . 

COMMISSIONER INNIS: Qs When you mentioned the line 
from Chapleau to Schreiber and the IIereaucc1On: OL “the 
new signalling system, what about the territory beyond? 
Would it be of much use to your, you "didnot heve something 
past Schreiber? 

Awe YOu mean ,t take it ,that we are Simply transferring 
the bottle neck to another section? 

Qo Yes. 

A. As it happened, in that instance, all eastbound 
and westbound passenger trains had to pass within that 
territory, and that is why those two central sections 
Were done, “Since that ‘tine, however, the eastern sub- 
division has also been done. 

MR. CARSON: Q Some reference has been made to 
terminals. Can you say anything about them with respect 


to "need for improvements"? 


(Page 13707 follows) 
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A. Yes. Terminal operation is an exceedingly 
important part of railway operation. The capacity of 
your railroad to handle traffic is not only governed 
by your line capacity, but also your terminal capacity. 
There are many, many improvements that can, and in my 
opinion should, be carried’ ‘out in our terminals to 
expedite the movement of traffic through them. The 
best example of that that I can give the Commission is 
the work we are now carrying out in Montreal where we 
are constructing a retarder hump yard. 

Q. What? 

Ae Werevarder hump ‘yard .’-'l) do not Aikée to"use’ these 
technical terms, but I have no other recourse, and I will 
be glad to offer any explanation. We hope this hump 
yard in Montreal will solve a very difficult problem that 
we have had there for some time, and will not only 
expedite through traffic, in other words, expedite all 
traffic passing through the terminal of Montreal, but 
also traffic arriving in Montreal for consignees in 
Montreal, and also for the movement of traffic out of 
Montreal originating at that point. It is a very large 
undertaking, and we hope to have it in service early 
next year. Just to give some idea of the size of it, 
there is something over 80 miles of trackage in the yard 
itself, and there are three individual yards, a receiving 
yard, classification yard and departure yard. We also 
have to have all of the facilities that go with a yard 
of that type, roundhouse facilities to care for the 
engines, repair track for the maintenance of equipment, 
Storage yards, and icing yard, and all of the innumerable 
Smaller projects that must go to make up a project of 
that kind. That is perhaps the primary object of what 


I am speaking about. 
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In more minor detail and very rapidly, we have 
some other projects under way that point up to us what 
might be done. There was recently installed in the 
Winnipeg yard a system known as the talk-back system. 
The yardmaster's office is elevated over the yard. He 
can look over his entire yard, and there is a loud- 
speaker broadcasting system at strategic points in the 
yard, and if he sees a crew and engine working down 
here which he wants to send to some other place, he 
Simply has to call on his telephone and it is broadcast 
at tnau point. His instructions are broadcast, and 2f 
the crew want to talk back to him, there is a communica- 
tion that they ‘Gan eo to “and talk Dack® "You might call 
it a talk-back system. That is about the best way I 
can designate it. 

Q. Are we getting some of that from the Toronto 
taxicabs these days? 
UNG ee Lot's 

MR. FRAWLEY: Are you only getting those in 
Toronto? 

THE WITNESS: I think perhaps what you are 
referring to 1s radio. ,,This ts .a. different matter. 

MR. CARSON: Q. I wanted that brought out. 

A... We Nave aiso installed, in Toronto, some switching 
engines two-way radio similar to what you have seen in 
many taxicabs. We have that installed on a few engines 
In Toronto, “Mhieriige for wnat: 46, obor ins vance: ‘Suppose 
a switching engine goes down into the heavily indus- 


trialized area; it may be away from the direct control 


of the yardmaster for a matter of some hours. If he 
has an order to give it, or wishes to change the order 
that it has, by means of radio he simply has to call in 


the engine, give instructions to the engineer, ang if, the 
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engineer wishes to get hold of the yardmaster he can 
call back. That is a very common operation in the air, 


and it is becoming common in taxicabs, but we have had 


considerable difficulty with it on the railway, and the 
problems are not all solved vet. -It is an example of 
what can be dor 

COMMISSIONER INNIS: Q. Going back to the 
diesel engines, I am rather curious to know why you would 
instal them, for example, on Vancouver Island where I 
Suppose the traffic density is not very great. You have 
brought out the point of great advantage of continuous 
operation. I can understand your using them in Montreal 


where there would be continuous demand, but is there any 


explanation for using them on Vancouver Island? 


A. Yes. Some of the reasons that governed the 
choice on Vancouver Island was that the operation on 
Vancouver Island is, from a railway point of view, 
relatively simple. It is not a large operation, and we 
were able to take out the very old steam engines that. 
were operating in that territory, and replace them with 
fairly small capaeity diesel units. As a matter of fact, 
we have there one thousand horsepower switchers; that is 
the type we have there. Then there are other conditions 
also. It is a heavily forested area, and a diesel 
operation is considered more safe from a fire protection 
viewpoint than steam engines. 

Q. What happens to the engines that are displaced? 

A. They are assigned to other territory if suitable. 
If the age is too great then they are scrapped. In some 
cases engines from that territory would be brought into 
the branch lines on the mainland, and they in turn would 


shove out at the bottom end some of the very, very old 
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engines. 

Q. In Montreal your heavy engines would be 
displaced or put on other work? 

A. They would be moved to other sections of the 
line. For instance, on the Schreiber division we are 
planning on the installation of 58 diesel units, and 
they will replace 68 steam units, and those steam units 
are relatively heavy modern power. They would move out 
onto other sections,of the line, and in turn out onto 
branch lines and, as I say, will shove out at the bottom 
the very old locomotives. I think perhaps that covers 
pretty much’ what I had in mind. 

MR. CARSON: @.: I gather from what you have 
been saying -- I was thinking particularly of your 
description of the unit yard at Montreal. I take it, 
Mr. Crump, that»among other things it: enables, the rail- 
way to give better service to the shippers and quicker 
service? 

A. Most decidedly; that is what I meant by 
expediting traffic in» the terminal. 

Qo Llointerrupted yowito invite some explanation 
about these matters. You were at page 10 where you 
State: 

"Adequate facilities and equipment are essential 

for efficient service and economical operation." 
Would you just continue from there, please? 

A. If these are not provided the inevitable 

result must be either deterioration in service 

or higher unit costs of operation or both. The 

Company must be assured of a level of rates which 

will afford the Company a fair measure of net 


position 
earnings each year, in order that its een eine 


be restored. It can then secure the capital funds 
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required and under these conditions, is confident 
of its ability to render to the nation in the 
future, as it has’in the past, efficient low cost 
transportation service. 

Q. Mr. Crump, in the 20) per cent case 
Mr. L. B. Unwin, Vice-President of Finance of the 
Company, and Mr. Northey Jones, a partner in the firm 
of Morgan Stanley & Company in New York, gave evidence 
as to the desirable way in which the improvement program 
described by you and Mr. Newman should be financed. 
Just so that the Commission will have the effect of that 
evidence in mind, may I read next our summary of the 
ShLeet, Of: Lt. 

Mr. Unwin gave evidence that the program would 
require $90,000,000 of financing per annum to cover the 
new program and maturing obligations, and he gave his 
Opinion that it was desirable that this should be 
financed to the extent of at least 60 per cent by issues 
oF Ordinary icapitalb stock, tHe ipointed out: imiview ior 
the present condition of the company it is not possible 
to finance by new stock issues. 

Then Mr. Northey Jones, in his evidence, 
expressed 2 Similar opinion. 

1. think you pointed out in your evidence that 
it is extremely difficult to estimate what economies can 
be achieved by such @ program of capital expenditures. 
Mr. Newman in his evidence pointed out that it cannot be 
expected that economies from improvements will be fully 
effective immediately. May I say that Mr. Newman will 
be called as to the details of the estimate, and the 
basis of the es'timate of economies, because he made the 
study. I am not asking Mr. Crump about that. Any 


estimate of the amount of savings from a program of 
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improvements of this kind must be accepted with the 
greatest reserve. It must of course assume a continua- 
tion of the present level of unit costs for labour and 
materials and the present trend of the volume of traffic. 
For this and other reasons it must in its very nature 
be considered to be at best an approximation of anticipated 
Savings. Subject to these reservations an estimate has 
nevertheless been made. 

That is the estimate that Mr. Newman made? 

Ae  NOSG 

Q. Then I think we can pass over to page 14. I 
think the intervening part speaks for itself. I should 
like to direct your attention to the bottom of page 14, 
and I would like you to read, if you will, commencing 
with the paragraph, “In the: result -- 

A. In the result, therefore, the gross operating 
Savings less interest and amortization on the capital 
expenditures would be insufficient -- 

Q. If you do not mind me interrupting for a minute, 
that is a necessary amendment in the submission in order 


to have it correspond with the appendix. The amendment 


should be by striking out the words, "only slightly more 
than sufficient" and substituting one word, "insufficient". 
THE CHAIRMAN: What do you substitute? 
MR. CARSON: The word "insufficient". 

Q. Mr. Crump, so that we can get the sense of it 
again with that amendment, would you read from the 
beginning of the paragraph? 

A. In the result, therefore, the gross operating 
savings less interest and amortization on the capital 
expenditures would be insufficient during the first five 
years to cover additional charges to operating expenses. 


In the sixth year and thereafter, however, the 
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operating savings attributable to the first five-year 
program after deduction of interest and additional 
depreciation accruals, would be in excess of $11 million 
per annum. This is because on completion of that five- 
year program the charges to expenses for replacement in 
kind of non-depreciable road property items would have 
come to an end. It must be borne in mind that after 
the end of the five-year period the probability is that 
a continuing cycle of improvements will be necessary. 
these in turn, during their installation, will involve 
increased maintenance expenses which will, like the 
first cycle, gradually be offset by the Savings they 
Will achieve. 

It is impossible to say whether a continuation 
of such a program into a second cycle of five years 
would produce Similar results but it may be assumed that 
at least some savings could be achieved in the same way. 

Q@. Ih the appendix at pages 28 to 37 will be 
found a memorandum indicating the nature of the program. 
LI am not asking Mr. Crump about that. It will be 
explained by Mr. Newman. At pages 28 to 37 will be 
found a memorandum indicating the nature of the program, 
together with two statements showing the nature and some 
detail of the program, the gross capital expenditure 
involved, the gross savings, the interest and amortiza- 
tion charges, together with the net savings per year 
after the year 1955. The first of these statements shows 
the information for equipment and the second statement 
Shows the information in respect of road property and 
equipment combined. 

Paragraph No. 22 of the Outline Submission refers 


to certain charts indicating that the gross earnings of 
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the Canadian Pacific are taking a decreasing proportion 
of the’ national income and that the ratio of net to 


gross earnings has been diminished drastically. 


(Page 13717 follows) 
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That is a matter that will have to be dealt 
with by Mr. Liddy. 

Q@. Now would you be good enough to read paragraphs 
23 and 24, Mr. Crump? 

Ave “if Canadian Pacifie-is to -continue’to give low- 
cost, efficient transportation, a reasonable ratio between 
net and gross earnings must be provided. 

24. Prosperity throughout Canada results in 
increased volume of traffic for Canadian Pacific. Anything 
which impairs or retards the national economy adversely 
affects.Canadian Pacific interests. This is particularly 
true in respect of Western Canada where the Company has 
two-thirds of its railway mileage. Therefore, there can 
be no essential conflict between the Canadian Pacific and 
he national interest in relation to Western Canada or any 
other part of Canada. 

MR CARSON: Now, I think that is all I want to 
direct your attention to at that part of the submission. 

Next may I invite the attention of the Commission 
to page 137 of Part If; that is the section dealing with 
Grade Crossing Elimination, which is a somewhat 
apirerent subject PevTowintroduce the*subject, «my@iord;” i 
propose if I may to read the first two paragraphs on that 
Subject: 

"At page 3935 of the transcript, the Brief of the 

Province of New Brunswick recommends that all level 

crossings be eliminated within a reasonable period, 

with Government assistance if necessary, and that in 
the interval all crossings be protected by electric 

Signal devices. Again at pages 3979-80, the Province 

states, after pointing out that there are approximately 

32,000 railway crossings in Canada, that the 


most dangerous should be eliminated by grade separation, 
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while the latest type of flashing light and sounding 
alarm should be placed on the less dangerous ones. It 


recommends that the Federal Government should take the 


initiative in a program of this kind, with 70% of the 

cost to be borne by the Federal Government, 10% by the 

Provinces and Municipalities and 20% by the Railways. 

"Under Sections 256 to 267 of the Railway Act, 
the Board of Transport Commissioners is already vested 
with full power to order grade crossing elimination 

or protection by automatic signal devices or other- 

wise, whenever the Board deems such measures necessary 

on grounds of public safety. Thus no change in the 

Act is necessary in this respect." 

Q. Now, Mr. Crump, would you be good enough to take 
up now the next few paragraphs? 

A. A policy of grade crossing elimination has been 
maintained by the Federal Government for many years under 
Section 262 of the Act, which provides for the establish- 
ment of the Railway Grade Crossing Fund. This fund is 
replenished each year by an appropriation of $500,000 from 
the Consolidated Revenue Fund of Canada, and is administered 
by the Board of Transport Commissioners, which has power to 
make contributions from it to aid in actual construction 
work for the protection, safety and convenience of. the 
Publican in reepect wf. lLeved crossings., Under the Section 
as it now stands, contributions from the Fund are limited 
to 40% of the total cost of actual construction work with 
a maximum to any one project of $100,000. 

Every province is at liberty to make additions 
to the Grade Crossing Fund upon its own terms, and Subsec- 
tion 2 of Section 262 provides that conditions and restric- 
tions made and imposed by a province in respect of its 


contributions shall be observed by the Board." 
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MR CARSON: Now, before you go on there, Mr, 
Crump, I thought it would be convenient if I read to the 
Board and had included in the record the provisions of 
section 262 as those provisions now stand, because there 
have been a number of amendments, or some amendments at any 
rate, since the Revised Statutes of 1927: 

"262(1) The sums heretofore or hereafter appro- 
priated and set apart to aid actual construction work 
for the protection, safety and convenience of the public 
in respect of highway crossings of railways at rail 
level shall be placed to the credit of a special ac- 
count to be known as 'The Railway Grade Crossing Fund,' 
and shall (insofar as not already applied) be applied 
by the Board, subject to the limitations hereinafter 
set out, solely towards the cost, not including that 
of maintenance and operation, of actual construction 
work for the protection, safety and conenience of the 
public in respect of crossings (railway crossings of 
highways or highway crossings of railways) at rail 
level in existence on the first day of April, one 
thousand nine hundred and nine, and in respect of 
existing crossings (railway crossings of highways or 
highway crossings of railways) at rail level, con- 
structed after the first day of April, one thousand 
nine hundred and nine, provided, however, that the 
Board shall not apply any moneys out of The Railway 
Grade Crossing Fund towards the cost of the actual 
construction work, for the proteetion, safety and con- 
venience of the public in respect of any existing 
crossing (railway crossing of a highway or highway 
crossing of a railway), at rail level, constructed 
after the first day of April, one thousand nine hundred 
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by the Board, has been entered into between the company 
and a municipal or other corporation or person by 
which agreement the municipal or other corporation or 
person has agreed with the company to bear a portion 

of the cost of the actual construction work for the 
protection, safety and convenience of the public in 
respect of such crossing (railway crossing of a high- 
way or highway crossing of a railway), at rail level, 
constructed after the first day of April, one thousand 
nine. hundred and nine. 

(2) The total amount of money, to be applied by 
the Board out of The Railway Grade Crossing Fund, under 
the provisions of this section, in the case of any one 
crossing, where the cost of the actual oconstruction 
work in providing the protection, safety and convenience 
for the public does not exceed one hundred thousand 
dollars; shail not exceed forty per cent of such cost, 
and the total amount of money, to be applied by the 
Board out of The Railway Grade Crossing Fund, under the 
provisions of this section, in the case of any one cross- 
ing, «wnere the cost “of the actual construction work in 
providing the protection, safety and convenience of the 
public exceeds one hundred thousand dollars, shall not 
exosed borry percent of"such cost, and shall not in 
any case exceed one hundred thousand dollars, 

(3) In case any province contributes towards The 
Railway Grade Crossing Fund, the Board may apportion, 
direct and order payment out of the amount so con- 
tributed by such province for the purpose of the said 
fund, subject to any conditions and restrictions made 
and imposed by such province in respect of its contri- 
bution. 


(4) In this section 'crossing', means any railway 


| hy ene Ma a 
7 oe 
eG a erg newwted Pers potadinw ae 
a oa wu ans 
V8 nowred co nolveror es zante. et chet te 
rrexngetas eeriro' to” Leto ham asia siiemeorys i a 


virtance sit enw bears, aie moayed 


néinos Lagden ede Yo Pave ests ie Wh 


ro rervace’ bit Ys w ,nolgsetong 


‘ én N Ga i ; ore at skee Wire hein a! 7 | 
eniid is to atideors vinellat) sateters dove ‘ta Joeqest " 


a. b 
» ; A . » iy ™ *s : 7 . ° : ¢ . | > Poe + b . i ; ey es 
ie ae 4, £*) i ha ou oe 5 $ war .% vey a et ; : \3 3 ahs 3 Bou % ¥, K Wht ioe fn a! yaw . 
' 
rj tf. ¥ ' 
N . . iy r Ps » y eo, > «ae : ‘0 : 
Presider? dno (fivqs To usb devlt ed¥ cette Bot owtr anos ; 
' 
> 1\¢ care ® Sn we 48 Pousoe feote rad <a be 5 
[ weit? DIS eh aes Fe RSS| 
7 - 
rs co et een a * “, Py ins) ; ‘the \ 
- va Lar. eS # “| + 3 bare ‘te ¢ “ et x eed L ES 7 ST ary | = 
1 


. — a, he A EE Te ~ ing one BT a ‘ . " 
oa Mreyro. bate vieide <smGbtoevetd ene aaroiveyd wk wow 


: 7 
A ; a 7 > 7 
oh “ 2 " ; . —— ~ “ fo Gromit eg ye 
eg G Gao nk ; a hod er 9A POM LABS , Sth i200 7 
— ’ j y 
ri 
F P ‘ . f 
'; x ; q « x : 7% et ¥ ve aay 7 eT “ffl ¢ Li Co LAY Ba a AY 
an 


a 
- 
> 
’ 
fem 
¥ 
‘ 
¥ 
-. 
Cob 
¢: 
- 
as 
> 
am 9 
“| 
i 
“Db 
oa 
“2 
” 
s 
<5 
begs 


, , 
4 ? a Oy Sn «fa ~ oe ae 
. $ aay F > as a 4 i  ) 
eat * S 0 bhi ‘ 2 4 oe a eis +? 2-2 rd ‘ - 


, iis ¢0 4 : : : aii dik ee ied dad she 6 sh ek ie oo By eee oa 
ate io senafravnrc wiy VISTLe .Molsasvotq ov HARD L VOR 
; 


. 
“ _ al « Lon whet @ my se ae & Pp 
Toe aets oe t , Sa: on i ‘ ss ' s uM it ‘ PEIN af GGok fLidey 
mi Jou ifere bea ,d200 Hows lo sas0. teq YI? hesoxe | 
4 , " , > — - 4 Cs ~ S 
—Beveiion bracioih erprikt eno Dasoks Sasso YE 7 


‘ J Te 
. ri a eh ee ee ray r oe) | ga ele [my 
Sawo? wadcdiddnde sontvotg yas suse mt (4) 


A ‘ 7 > re Sy . wn v* - * sy > i 
Woliayqcs van oxveod eds. bat aateaoty siete CaMiiah 


ce 


“9 of Savome sie to tuo dasnvag tober See toortb 
‘ 


He to saoqruq sd¢ tor soniverq deve yo bedudis) 


aphdinin bits orate vate at tanta Caintal 


-1372l1- Mr. Crump 


crossing of a highway, or any highway crossing of a 
railway, at rail level, and every manner of construction 
of the railway or of the highway by the elevation or the 
depression of the one above or below the other, or by 

the diversion of the one or the other and any other work 
ordered by the Board to be provided as one work of pro- 
tection, safety and convenience for the public in respect 
of one or more railways of as many tracks crossing or 50 
crossed as in the discretion of the Board determined. 

(5) The grants or the unexpended portions or moneys 
thereof made under the provisions of the Acts, chapter 
thirty-two of .the statutes of 1909, chapter fifty of 
the statutes of 1914, and chapter thirty of the statutes 
of 1919, of two hundred thousand dollars each year for 
twenty consecutive years from the first day CF eApnLay 
one thousand nine hundred and nine, may, from and after 
the passing of this Act, notwithstanding any provision 
of any of the said Acts, be expended to ald actual con= 
struction work for the protection, safety and convenience 
of the public in respect of crossings (railway crossings 
of highways or highway crossings of railways) at rail 
level in existence on the first day of April, one thou- 
sand nine hundred and nine, and in respect of existing 
crossings (railway crossings of highways or highway 
crossings of railways) at rail level, constructed after 
the first day of April, one thousand nine hundred and 
nine, subject to the terms and conditions in this sec- 
tion contained. 

(6) The sum of two hundred thousand dollars for 
the year commencing on the Piney say Ol nei. u 4) SOS 
thousand nine hundred and forty-seven, and the sum Od 
Five hundred thousand dollars each year for nine con- 


secutive years from the first day of April, 1948, shall 
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be appropriated and set apart from the Consolidated 
Revenue Fund of Canada to aid actual construction work 
for the protection, safety and convenience of the 
public in respect of highway crossings of railways at 
rail level in accordance with the provisions of this 


section. 


THE CHAIRMAN: Mr. Carson, we will take a few 
minutes now. 

MR CARSON: Thank you, my lord. 

-~--(Recess). 

THE CHAIRMAN: Mr. Carson, the section that you 
just read has been amended very :considerably since the 
revision. 

MR CARSON: Yes, my lord. 

THE CHAIRMAN: Have you got the year of that par- 
ticular form? 

MR CARSON: Yes. Of course, your lordship will 

appreciate that my purpose in reading what I did just a 
moment ago was so that your lordship and the members OF 

the Commission and the reporter would have it on the 

record as the section now is, but, so that your lordship 
may have the amendments, the section appears in the Railway 
Act, Revised Statutes of Canada 1927, chapter 170; then it 
was repealed in 1928 by 18-19 Geo. V, chapter 43, and a new 
section substituted, and the new section was amended in 
1929, 1947 and 1948, so as to read as I have put it on the 
record for the Commission now. The reason I took the time 
to do so was that it is a little difficult to follow 
through the amendments, and I thought the Commissiin 

would like to have the language pefore it. 

THE CHAIRMAN: That is all rieny. There should 


be office consolidation in the Act that would bring all 
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that up to date. 

MR CARSON: My lord, unfortunately there is not, 
I understand. 

THE CHAIRMAN: There is not? 

MR CARSON: , No, not as one has it in 1948. They 
use what they call a concordance, that was published in 
1939, but there have been a number of amendments since 
then, and I do not know that there is any later concord- 
ance; I do not think there is any later concordance or 
consolidation. 

THE CHAIRMAN: Thank you. 

MR CARSON: Q. Now, Mr. Crump, the provisions of 
the section now being before the Commission, would you 
please proceed with page 138, line 3, of Part II, where I 
interrupted you, where it commences, "It is thus..." 

A. It is thus within the power of a province to 
expedite grade crossing protection within its boundaries. 
Nevertheless the Annual Reports of the Board indicate that 
no province has ever taken advantage of this opportunity 
bya Ccontripurvion to the Fund. 

The cost of a grade separation depends upon con- 
ditions at the point of crossing, but in recent years the 
costs of various projects have reached as high as $700,000 
and an average might be estimated at $300,000. Similarly, 
the cost of installation of automatic protection at grade 
crossings averages in the vicinity of $6,000. In the light 
of these figures the impossibility becomes apparent of 
eliminating or even protecting by automatic devices, all 
of the grade crossings in Canada. 

Q. Just pausing there, Mr. Crump, could you tell the 
Commission what the total number of such grade crossings 
is in Canada? 


THE CHAIRMAN: It is in the book: 32,000. 
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THE WITNESS: 32,000 -- a little previously there. 
MR CARSON: Q. Yes, but I rather wanted to know 
if you could tell the Commission how many were unprotected 
at the present time by those safety devices or automatic 
devices? 
A. No, I cannot tell how many in Canada. 
Q. Perhaps I should ask about the Canadian Pacific. 
A. I have those figures for the Canadian Pacific. 
Urban crossings--- 
Q. These are presently unprotected by these automatic 
cevices? 
A, Yes. Urban crossings unprotected, 1,397. 
Oe Ss? 
A. Rural crossings unprotected, 10,858. 
Q. That would make a total, as I have it noted, of 


A eS. 

Q@. And at the average cost of installation of auto- 
matic protection of $6,000, that would work out at some- 
thing like $733 million? 

Bae ee. 


Q@. Now would you proceed, Mr. Crump, please? 


(Page 13727 follows) 
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It is also evident that if an accelerated program of 
grade crossing elimination is to be undertaken, it will 
impose upon the railways an insupportable burden of cost 
unless the limitations now imposed upon contributions from 
the Grade Crossing Fund are altered. The usual practice 
of ‘the Board in grade separation ‘and protection cases is 
to apportion between the railway and the highway authority, 
the balance of cost remaining after contribution from the 
Grade Crossing Fund, and when the total cost is fron 
$300,000 to $700,000 this balance is very substantial. 
Canadian Pacific submits that the limitation of $100,000, 
which was fixed by an amendment to the Act in 1928 (Chapter 
43), has become obsolete by reason of increased costs of 
construction. Moreover, the imposition of any fixed maximum 
amount is illogical and should be deleted from Section 262. 
if it “is proper for a percentage of the cost of a grade } 
separation to be assumed by the Grade Crossing Fund, it is 
manifestly unfair to prevent that percentage from being 
granted because of the operation of a fixed limit in the 
statute. The result in such a case is to throw an undue 
burden upon the railways. 

Qo Perhaps), I “should pause here, Mr. Crump, to 
remind the Commission that the reason advanced by the 
Province of New Brunswick for proposing an increased pro- 
gramme of crossing protection and elimination is (and I 
quote from their Brief) "The improvement of highways and 
of motor vehicles making average speeds much greater". 

It is in the transcript at page 3979. Will you carry on 
from there as to the position of your Company? 

A. Canadian Pacific desires to emphasize that every 
highway improvement has, among other things, the effect of 


facilitating the operations of its competitors on the highways 
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Highway movements are yearly becoming more extensive and 
more within the Provincial and Dominion fields of respon- 
Sibility. In addition the number of motor vehicles using 

the highways is steadily mounting. On the other hand, while 
the railways are at present carrying more traffic than in 
former years, this is being done largely by the operation of 
longer trains, so that there has been no substantial increase 
in the number of trains operated. Thus the additional hazard 
that may now exist at grade crossings cannot be said to be 
attributable to the railways. It would be most unjust to 
burden the railways with large increases in costs due to 
greater hazards caused entirely by the increased motor 
traffic. The protection against this increased hazard should 
largely be provided by the highway authorities, which can 
then pass on to highway users the added cost attributable 

to their use of the crossings. Modern highways have been 
required in the public interest, and protection against 

the added risks should be borne by public funds. 

Q. And I take it you mean there again borne by the 
highway authorities and passed on to the users? 

A. Yes sir. Canadian Pacific therefore agrees with 
the proposal of the Province of New Brunswick that contri- 
butions from the Grade Crossing Fund should be raised 
from 40% to 70%. 

Q. And then I should remind the Commission that 
on page 3980 of the transcript, the Province of New 
Brunswick proposes that the cost of grade crossing elimina- 
tion should be apportioned, after contribution from the 
Grade Crossing Fund, 10% to the Province and municipalities 
and 20% to the railways. Would you continue, Mr. Crump, 
please? 


A. It has always been the practice of the Board 
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SLO fag _ Mr. Crump 


to examine the merits of each crossing case coming before 
it to determine the manner in which costs of improvements 
should be shared among the interested parties. When it is 
considered that there are frequently six or more parties 
to such cases, with various degrees of interest and 
responsibility, it becomes clear that the power of appor- 
tionment should be left to the Board and that any attempt 
at a fixed formula would be unfair and impracticable. More- 
over, an apportionment of 20% of the cost to the railways 
would in itself be unreasonable. As pointed out above, 
the railways have not been responsible in any way for the 
need of increased crossing protection, and the provinces 
and municipalities should in large part assume this burden. 
Q@. I should just like to conclude your examination 
by reading the last paragraph on this page. It is worthy 
of note, however, that in this submission New Brunswick is 
in favour of part of the cost being assessed against the 
province. This is a departure from the position assumed 
by provincial authorities for many years, that as the Crown 
is not named in Sections 256 to 267 of the Railway Act no 
provincial contribution toward the cost of crossing improve- 
ment may be ordered by the Board even in respect of a provin- 
cial highway. Under the present wording of the Act, the Boa 
Board has been obliged to uphold this position (and reference 
is made to the case of Deloraine v. C.P.R., 46 C.R.C. 48 and 
other cases), although in some instances the aigfieulty 
has been overcome by the voluntary consent of the province 
to assume part of the cost. However, while in theory the 
Board should have freedom to decide on grounds of public 
safety alone, whether protection or grade separation is or 
is not to be undertaken, it has in practice been hampered 
in many cases by the fact that provinces have refused to 


contribute. To rectify this situation Canadian Pacific 
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Submits that the Railway Act should be amended to permit 
assessments to be made against the Crown in respect of 
improvement of railway crossings on provincial highways. 
that. 1 s.ali, pchankeyou. Mr. Crump. 

THE CHAIRMAN: Any questions? 


-CROSS-EXAMINATION BY MR. BRAZIER 


Q. Mr. Crump, I have a very few questions I wish 
to ask you at this time, I wonder first would you turn 
to page 8 of Part I of the Brief. In the paragraph with 
the heading "Replacement of Worn Out Facilities", the 
second sentence in that paragraph reads a8 follows! 

"Under normal conditions annual depreciation 
accruals should provide for the replacement in kind 
of worn out depreciable property such as rolling 
stock, bridges, buildings and the like". 

Now, I would just ask you this question in regard 
to that sentence, Mr. Crump. I am wondering if you are 
attempting there to state a principle of depreciation 
accounting or are you just stating the hopes of management 
that your depreciation charges will be sufficient in any 
one year to cover your replacement costs? 

MR. CARSON: Perhaps I can answer my friend on that 
as I am co-author of the Brief, We are simply stating a 
plain fact; we are not enunciating any principle. 

MR. BRAZIER: Well, can you point to any normal time 
in the history of the Canadian Pacific Raioway in whieh 
your depreciation charges did cover your replacement costs? 

THE CHAIRMAN: Would you please repeat the question? 

MR. BRAZIER: Can you point to any normal period, 


that you would classify as a normal period in the Company's 
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history in which your depreciation charges covered the 
replacement costs? 

Ay NO,i 1. cannot do, thet. “athink. thatiis.an accounting 
matter, which Mr. Liddy could answer, but I am efraid that I 
could not. 

Q. Well, I just asked you that, Mr, Crump, because 
you did read that section of the Brief, and you will undoubte- 
dly recall the dispute between the parties in the last general 
rate case as to what depreciation should provide? 

A. I think the technicalities of that dispute are 
a little beyond me, but to my mind conditions are so abnor- 
mal that this paragraph should hold true. 

COMMISSIONER INNIS: Do you assume that there will 
be further price rises or that the prices will remain the 
Same? 

A. No sir, I cannot assume that there would be further 
price risess),. Perhaps. prices, will remain.stationary for a 
while, 

Q. If they were to some down this situation would 
change? 

A. Most decidely, sir. 

MR. EVANS: You would really have to compare them with 
the costs of the assets being replaced in a particular time, 
which might be thirty years prior. 

| COMMISSIONER INNIS: I wondered if you had any policy 
in regard to doing this sort of work in periods of low prices 
and Slacking off in periods of high prices? 

A. Well, to my knowledge Mr. Commissioner, in periods 
of. low prices we have not had the money available to do that 
type of work but from my view point I had in mind particularly 
here a boxcar perhaps which was purchased at $1200 thirty 


years ago and which we now have to replace with a boxcar 
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costing $5500 or $5700. 

MR. BRASIER: Well, in that case, Mr. Crump, you are 
not really replacing in kind sre you, the equipment that has 
been worn out? 

A. Not strictly speaking. We are replacing a urltt 
of work. 

Q. The new boxcar would have a greater capacity for 
work than the old one? 

As Ives. 

Q. Now, you are replacing your steam locomotives with 
diesels, of which you spoke. That is not a replacement in 
win aC ali? 

A. No, not when you get into diesels, but speaking of 
a boxcar, suppose we replaced a 40 ton boxcar that cost 
$1200 with a 60 ton boxcar that cost $5700, I have not worked 
out the mathematics, but it just does not look quite right 
to me from the view point that we were speaking. 

Q. But the boxcar that you are obtaining today will 
be a stronger and better boxcar aside from the capacity? 

A. It will be a modern steel boxcar. 

Q@. Now, Mr. Crump, you gave us some information in 
regard to the policy of the Canadian Pacific Railway in 
replacing steam locomotives with diesels at the present time 
end I think it has been sa@id before that you will probably 
never buy another steam locomotive. Is that correct? 

A. I have made that statement. 

Q. Now, would you be kind enough to outline more fully 
the nature of the savings that are made by replacing steam 
locomotives with diesels? I think you have mentioned a few, 
such as water towers, and so on. Could you give me a more 


complete picture as to what the situation would be? 


(Page 13738 follows) 
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MR. CARSON: I assume you are not asking M*. Crump 
about the figures? 

MR. BRAZIER: Oh no, the nature of GM 

THE WITNESS : Yes. And I would say at the beginning 
that the over-all efficiency of the steam locomotive 
has been calculated for many years at somewhere between 
5 and 6%; whereas the overall erficiency of ‘the ‘diesel 
locmotive is calculated at 27 to 28%, that is, the 
locomotive as a whole, not the prime mover only, which 
is 32 to 34%. 

MR. BRAZIER: Q. What do you mean exactly BY 
"efficiency of a locomotive". 

AS Ther overall efficiency,actually, is the work 
out over the work in. That is a very simple way of 
expressing it. 

Q. You mean, by putting in one ton of coal you 
get out «- 

A. The equivalent in énergy: 

B" ONS BS 

A. The diesel locomotive, by its very much increased 
efficiency, naturally produces very substantial 
savings in fuel. That I’ think is the first. 

Then, another desirable attribute of the diesel is 
that it is an elertric transmission, which enables it to 
Start very heavy loads and to develope very high tractive 
effort at slow speeds, thereby enabling it to handle 
greater tonnage. 

Those are two of the principle savings. And then you 
come to utilization. 

A steam engine, because of its very nature, cannot 
be utilized to nearly the full rating of the locomotive, 
whereas a diesel, or a diesel road engine, similar to 


what I described as a diesel switching engine, can be used 
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almost constantly with the exCevalon, of ytaking utityoff 
for very short periods for servicing. 

Q There are other less determinate factors such as 
less crew fatigue; better visibility, more comfortable 
Operation, and minor details such as that. 

Q You did mention other factors in speaking of the 

BS Pee now on Vancouver Island, such as the doing away 
with your water towers. 

fen (1 That tis cansintegrael part of any programme where 
you can entirely dieselize the area ‘and thereby effect 
savings. 

Q Can you tell us, when you can make that switche 
Over entirely, what further savings could be made in the 
way of plants, or are there any beyond those you have 
mentioned today? 

A. I would not say so. Maintenance facilities must 
Still be provided. 

@ Do you have to have maintenance facilities as 
often along your right-of-way as you would with steam 
locomotives? 

A. No, not as frequently. 

Q Would it permit you, in due course, to eliminate 
Some of your subdivisions? 

THE CHAIRMAN: Some of your what? 

MR. BRAZIER: @Q. Subdivisions and the maintenance 
people who are employed there? 

A, No. We cannot reduce the subdivisions. Subdivisions 
will always remain. We may reduce the maintenance facilit- 
les at some subdivision points and perhaps have to increase 
them at other points. 

Qs Yes’. 

A. I tave in mind a point where we now employ one 


electrician and where, if my memory serves me correctly, 
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should we dieselize at that point, we will have to 
employ fourteen electricians. That means a readjustment 
Of etelrL. 

@. You probably saw the report in this morning's 
"Gazette about the inaugural run on the Cane dian National 
from Montreal to Winnipeg? 

A. I, heard about it but I did not see it. 

Q That report stated that one diesel would take 
the train from Montreal to W'nnipeg, as against three steam 
locomotives that were used under the other system. 

A. That is quite feasible, but you should bear in 
Mind, of course, that we are running our steam locomotives 
from Montreal to Fort William, or from Toronto to 
Fort William. You are not intimating that one locomotive 
in that case, I mean one diesel locomotive takes the 
place of three steam locomotives? 

Q I was wondering about that. 

A. I do not think the arithmetical proportion would 
work out that way. The best example I can give was the 
One I spoke of earlier where 58 diesel units -<- and I 
wish to distinguisMbetween units and locomotives, because 
we may use two or three units to make up a locomotive -- 
58 diesel units will replace 68 steam locomotives. And 
if we use two units to the locomotive, that would mean 
that there would be about 38 or 40 diesel locamotives 
replacing steam locomotives in that territory. That is 
the best comparison I can give you. 

Q Now, I undetstand the diesel locomotive has the 
ability to run many more miles before repairs are required 
than does the steam locomotive? 

A Maintenance cost, which is I think what you mean, 
is somewhat indeterminate. That is,as yet, we do * not 


feel that the overall maintenance cost of the diesel 
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locomotive will be very much less than that of the steam 
locomotive and that, while they can run for longer periods 
without repairs, nevertheless, when repairs are done, 

they are more expensive than with respect to steam locomotives 

Q. Because it is a bigger job? 

A. When you are considering diesel locomotives, you 
have only to think in terms of your own automobile. The 
problems are somewhat similar. 

THE CHAIRMAN: In terms of what? 

A. In terms of your own automobile, sir. 

MR. BRAZIER: Q. You were expl@ining, MY. Crump, 
that when you dieselize a particular area, the equipment 
of that area is taken off and put on other sections of the 
line, and that it forces the equipment down on to*branth 
lines? 

Ais niles 

Q I am thinking °fr the mountain division of the 
Canadian Pacific where you have very large steam locomotives. 
I understand they are the largest on the system,., the 
largest in the British Empire, are they not? 

five Wns & is scortect . 

Q And they are relatively new locomotives ? 

A Yes, some of them are relatively new. 

Q. Now, would the ability of the Company to use 
aed in one section, or rather would their inability 
to use that equipment in some other section of their 
Atanas slow down your plans for dieselization of that 
particular area, or would it not? 

isn NOs ak sbhink not. 

Q. YOu would be able to use those larger locomotives 
elsewhere? 

Ay. Yes: 


Q Now, I presume you are making studies as to using 
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diesel locomotives over the motntains? 

Ay 6 Leey We are. 

Q And they have been successfully used, I believe, 
by the Santa Fe,, under similar conditions to those under 
which you operate in the mountains? 

A. To some extent; but the S8nta Fe 198 not nearly 
as rigourous as our conditions. 

Q You mean weather conditions? 

A Weather and gradients. 

Q@. Their gradients are lower? 

A, To my recollection they are. 

Q. There is one other subject about which I would 
Mike to question: you. + IPs 'a Subject about which I asked 
Mr. Walker some questions, and it is with regard to 
passenger operations, as to whether or not, in your opinion, 
your passenger operations today are carried on ata 
Substantial loss? 

A. Not having any figures available, what I say must 

necessarily be only &@n opinion. 

I think that passenger operations in some sections of 
the country are being operated at a loss, but how substantial, 
Pan notin a pos) tion ato 4gawt 

Q. Are you satisfied that the Company could if it 
wished develop figures which would give you a reasonable 
picture as to whether or not there was a loss? 

A Now, Mr. Brazier, I heard you ask that question 
yesterday. In asking an operating man, I feel that, being 
acquainted with the conditions, the practical conditions 
whiah go to make up these costs, I do not think they could 
be allocated,other than on a statistical bast1s; that fs, 
the value . you want to assign to them. 

Q. Well, under the premise that in cost accounting, 


any cost accounting must allocate any costs on a statistical 
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basis, that is not a unique condition, so far as railway: 
costs are concerned, is it? 

A No, i 1 think not.’ But cost accounting is in 
many industries, to my knowledge, a fairly precise 
Science and cannot be applied to the multitudinous 
Operations that must be carried out on a Ta iLroOad 

Q I might be inclined to agree with you there; but 
here we are just considering the one large factor in the 
Operation. We are not trying to break down the operation 
of a passenger train, let us say, between Ottawa and 
Montreal; but we are taking in the whole operation. 

A. I realize that. But there are so many factors 
which enter into it, I feel that the arbitrary factors 
would be much greater, in the case of a railway than in 
many other industries. 

I do not wish to quote extremes, but I do not know 
whether you have seen -« “ it has been the practice for 
many years in cost accounting, for instance, to take a 
motion picture of a man at work, doing @ repetitive job; 
and whether he picks up his monkey wrench with his left 
hand or with his right hand is very carefully studied. 
But I feel that a railway is entirely far afield to that 
sort of thing. 

~Q Have you ever had an operating ratio for freight 
Services developed for you, as an operating man? 

ho NO, TF Have not: 

Q. And you have never seen any such ratio developed 
for the Company at all? 

A No. 

Q Since you have been a director of the Canadian 
Pacific, which was just quite recently? 

Aw. (Six monthe. 

Q I suppose there has never been any discussion as 


to passenger losses,and what might be done about them, 
in meetings of the pil noe 13750 follows) 
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A ey NOs do not think, there 16, not to. my 
recollection. 

Q. AS a railway operating man I presume you are 
satisfied that there is nothing much you can do under 
the present situation even if there is a loss on rail- 
way passenger traffic? 

A. (May Liput it this ways. Brazier, ‘chat on 
two occasions in the past year railway service has been 
disrupted into Vancouver. I wonder what position the 
Canadian Pacific would be piaced in if we first ‘cleaned 
up our freignt accumulation ‘after the line was restored. 

Q. But you are not permitted to do that? 

A. As a rule when the line is restored we shove 
our passenger trains through first and then follow them 
With freight trains. 

Q. It is the general practice of the railways to 
give priority to passenger trains "Over"freienc trains? 

A. Under the train and interlocking rules that is 
correct. Passenger trains are first-class trains. 

MR. CARSON: You get more complaints from the 
passengers than the cattle. 

MR. BRAZIER: *"Q.° “Does that priority cut-down 
your ability to handle freight quicker? 

Die Ope OnE K NOt. My. “era geor. 

Q. You do not think it has any effect on your 
freight. operation? 

A. Not with the proportion of passenger traffic 
which we handle. 

COMMISSIONER INNIS: Q. Would there not be a 
tendency in the opposite direction, Mr. Crump? 

Aust OO. not think TL quite get your meaning. 

QO. w ine tact that vou mist build up your, facilities 


to handle passengers expeditiously means that you can 
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handle freight more expeditiously? 

Heroes.) tab. is: dais right. Facilities must be 
provided, and it aids in the handling of freight, but it 
LS very3;<very difficult to distinguish to what extent 
Chat as: | 


MR. BRAZIER: Thank you. 


CROSS-EXAMINATION BY MR. SHEPARD: 

Q. I was interested in your evidence this morning 
about the necessity of improving terminal and signal 
eT ri ee I wondered whether there was any special 
significance in the fact that in Winnipeg you have 
installed the only talk-back System. It has nothing to 
do with what has been heard from the west in the last 
three years? 

A. No. That was decided on purely technical 
srounds. 

Q. I wanted to ask you if you knew what the cost 
was of installing that system? 

A. As I recollect it, and this would be Subject 
to confirmation, I think it was in the neighbourhood of 


$80,000 over all. 


COMMISSIONER INNIS: Is the province thinking 
of putting one in? 

MR. SHEPARD: We will have to investigate it. 

MR. O'DONNELL: They do not need one as long as 
they are here in person. 

MR. SHEPARD: Q. I wanted to compare it with the 
cost of the improvement to the Montreal terminal. Have 
YoUNanyeides of what that. total cost 13? 

A. I should imagine somewhere in the vicinity of 


$11 million. 
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Q. I appreciate that you cannot move freight by 
a talk-back system. I am not making an exact comparison, 
but I wondered what the two figures were. 

A. Of course, coming from Winnipeg you will 
realize that we had much Superior facilities in Winnipeg 
than we had in Montreal to start with. 

@. Turning to page 4, I have one or two questions 
to ask by way of clarification of paragraphs 18 and 19, 
which I understand Mr. Liddy will deal with in more 
detail later. Paragraph 18 starts out with these words, 
"The organization of the administrative forces of the 
company" -- Would I be correct in assuming that by the 
"administrative forces of the company" you mean the super- 
visory personnel? Is that what is referred to there? 

Rin thatods rhehts, whe responsible officers, as we 
term dt. 


Q- In paragraph 19, the second sentence reads: 


"Costs per unit of traffic within certain limits tend to 
increase as the density decreases --" I wondered whether 
there is any short way of elaborating on what the certain 
limits are that are referred to there? 

A. Ido not think there is any short way of 
elaborating on it. My personal experience in maintaining 
the railway would support this statement, but the 
science of maintaining a railway, if you wish to call it 
that, is not an exact science. It cannot be set down 
here and here. It depends upon many, many factors. 

Q. To someone like myself, who does not know very 
much about running a railroad, that sentence does not 
mean a great deal, and I wondered if it was possible to 
elaborate on it? 

A. Well, take lines on which you are running ten 


-trains a day, five: trains a day, one train a day.* While 
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many of the costs are variable with traffic, there must 
be certain limits because if you are Going to operate 
one train a day you must still maintain your track “in 

a safe condition, and if you intend to operate ten 
trains a day then you must maintain it and replace wear 
and tear taken out by that additional ton mileage. 

Q. In other words, there is a minimum maintenance 
Standard, and you cannot go below it even if you have 
one train a day or one train a week? 

A. So long as you continue operation. 

Q@. But those maintenance costs would not necessarily 
increase directly in proportion to the increase in 
traffic; it would depend on the density? 

A. Well, a broad general statement such as that -- 
I do not know. There has been a good deal of work done 
on that problem, and frankly I do not know mysell “Just 
what proportion of the cost varies, but I know that they 
do vary. 

Q@. I suppose you would agree that the amount of 
variation in cost is largely a matter of opinion and 
judgment? 

A. Oh yes, I agree with that. I agree that 
experienced judgment is a very important factor-in that 
matter, 

Q. It is not a matter of mathematics to work out? 

A. I have never been able to do so by mathematics. 

Q.. Now, Mr. Crump, I should’ like you to look 4% 
paragraph 20 on page 5. Mr. Carson has said that 
Mr. Liddy will be dealing with it in detail, but I wanted 
to ask you some general questions about it. The first 
sentence reads: 

| "Notwithstanding the general upward trend of 


wage and material costs, the average revenue received 
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by Canadian Pacific for hauling one ton of freight 

one mile was 1.2¢ in 1885 and 1.13¢ in 1948," 
Later on in the paragraph certain factors are pointed out 
which would tend to explain away the failure of today's 
revenues, being very much higher than they were in 1885. 
You name increased traffic volume and increased 
efficiency? I wanted to explore increased efficiency 
a little bit with you. There are a large number of 
factors which enter into that phrase; I think you would 
probably agree with that? 

A, VOYesgcTowiils 


Q. They would include technological advantages 
in cars and motive power and the handling of trains 
generally? 

A. Yes, I think not only technological advances, 
but there have been advances in methods of procedure and 
practice, all of which have contributed to the over-all 
increase in efficiency. 

Q@. I suppose the size of the trains, the number 
of cars, and the amount hauled per train. have increased 
very substantially since 1885? 

AV? Yes,vi® has’ 

@. And the matter that you have been speaking about 
this morning, signals and communications, would add to 
the efficiency? 

A. Yes, they add to the efficiency of the railway. 

Q@. And increased speed of trains would add to the 
efficiency as well; has there been a substantial increase 
in speed? 

A. Not a substantial increase in speed. My memory 
is not too accurate on this, but until the recent high 
speed diesel trains were put into operation in the 


United States the world speed record had been established 
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about forty or forty-five years ago. 

Q. Are there any other factors that you would 
lump generally together in the phrase "increased 
efficiency" that you can think of at the moment? 

A. There are so many factors that enter into the 
making up of that in a complex organization and operation 
that it would be difficult to deal with them all. 

Q. And it would be almost impossible to assess the 
dollar value of them, would it not? 

Ae ‘That; sagain; I think would be difficult to 
assess because of the many bases from which you would 
have to work, 

Q@. It would probably require the wisdom of our 
friend Solomon. There is one other factor I wanted to 
make reference to in that comparison of the revenue of 


1885 and today. It is possible that the revenues in 


1885 were higher than they should have been; I am not 
Saying they were, but that would be a factor that would 
have to be considered. Is that not so? 

A. I would hardly think so. 

Q. In making a comparison between the two average 
revenues per ton mile in the two different periods, the 
validity of that comparison would depend on whether the 
revenue was proper at the older period of time. If you 
Started with a revenue per ton mile that was very much 
higher than it should have been in 1885, you would not 
Suggest because costs have risen in the meantime that 
today's revenue per ton mile should be greatly in excess 
of that already high revenue? 

A. Of course you are getting somewhat out of my 
field here, but as I understand it in 1885 competitive 
forces in transportation were free to work. Under 


competitive conditions are you suggesting that rates were 
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higher than they should have been under compe tition? 
Q. I am not suggesting anything. I am saying 

that would have to be a factor to be considered if you 
were testing the validity of this comparison. 

THE CHAIRMAN: Would you give us an idea of 
what you mean by higher than they should have been? 

MR. SHEPARD: It is a rather broad generalization 
I am making. 

THE CHAIRMAN: Is there not an obstacle known 
as the diminishing return level? 

MR. SHEPARD: What I had in mind was that in 
1885 there was very little competition so far as the 
railways were concerned. The only limit placed on the 
C.P.R.;° so far as regulation of rates ts concerned, 
was that I think it was not to pay a dividend in excess 
of 10 per cent. 

MR. CARSON: I don't know whether it would 
help my friend if I were to call his attention to 
page e/7 of the appendix, which shows that for the year 
ending December 31, 1885, the rate of return on net 
railway property investment was 2 per cent. 

MR. SHEPARD: They had the same trouble then 


that they have today. 


(Page 13758 follows) 
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MR SHEPARD: I did not mean either to get into 
this myself or have the witness get into it in any detail, 
Mr. Chairman; I simply wanted to point out that in making 
a comparison between the two periods of time it would be 
necessary to know whether the starting period was a proper 
period to compare with the present as far as normality was 
concerned. I just asked Mr. Crump whether he would agree 
that that was a factor that should be considered. I am 
not suggesting that the C.P.R. made too much money then or 
they are not making enough now or anything else. 

THE WITNESS: I think it should be considered, 
yes. 

MRoSHEPARD:) Q. ey Wellgythateis a11 I iwanted. 

Then there was one other thing that I wanted to put to 

you, Mr. Crump, on that paragraph. My understanding is 
that electric power rates are substantially less today 
generally -- this is a very general statement -- than they 
were when electric power was first introduced, and yet my 
understanding is that electric power profits have in- 
creased, presumably from increased efficiency. 

Would not the same factors be inherent in railway operation? 
Perhaps I should go on, if I have not made myself clear. 
What I am trying to point out is that it does not necessar- 
ily follow that because your revenue per ton mile has not 
gone up your net position should be any worse today than 

it was in 1885? 

A. Well, I can only speak from some knowledge of 
the railway, and I think our net position is worse. 

Q. It is, yes; but I am simply comparing the railway 
industry with the electric power industry; they have appar- 
ently, through increased efficiency -- I am not suggesting 
that the C.P.R. is not efficient, but their industry per- 
haps lends itself better to technological advances -- 


through increased efficiency and greater use of power they 


a, 


adeno toh: i ah ps 


1c abode. sor’ eli shen iat 
8 BBW. bolted prgwes tpake) oid, Teds ee WORM -o2: en 


acts: Adie, StHgMod. of Dot ag. , 


idorly caw: <M bokem tant). «beangones 


I .bivorta J acty. FO. 987 Li: 8 2B. tackt..3e99. ¥ 


i oetd-vercn.doem ook obam .AyI.0-end-a Sarid - aie tne aque. tan, 


; -S8L9 DaateyNS TO won 1 ciguone - nevelats, don ons eMs.. Be 


4 
‘| i 
Me go a. a: ae. 8.) cafe bak rae 2 Be! wm . 
, beuswatenso od Digede Ji:Anige.t+ :GBAMetW dee 
~7 & 
/2PY, 
ei 
S r 4 a f id iH2 hint 
4 2 92 i Me m | hots A \ fact .~ t 3 4 ¥ NAT at Ps, 
d-hey aye see a] > Te if 
Ow! Gk }° hottest: TRON RACHA tears 90 OM... Beis. MSS... 
ms whe y ii) ' 
* “ t t Fyrer, > ~ ee ' hart ‘ yrer Mw ror 
i Bil Ota? CTO Ya eit ite Pik, BRP AIS 6G seed eave § ay. 
rit ~ 4 é 21 ,iertonala + & 
ta vs * “ =o aj ; 
y« ;: &¢e ‘AU Li ae 1h!G SS rw ga. AY VOU eds ead, ; LOAF 
i 
c ‘ ” y v P , * 2 4 ‘ 7 
(pith. § ay: + PLS ES t aan 3 ha? s "ko B. ' aia Ras Lid A PSF ath: | 
7 © 
: us v 
rans 
tie ~ +, ee dint "7 tree BTR. fs . ee ee a at 5 yal a06e 1 
Vie coy: bes . boowberniiah, Fett: sew. vewog. oiutooLe Monw. TAY, say 
y : r pag 4 me tO 
‘ # 
ie 
. ~ > r > =~ “~- iy o ~ 
) no 7? } Rta! € 4 i ° ve 7 , hs ft = a eo D othe aft ID eT BTS Oi : 
F ss ; 
, 
7 ” , . ‘ £1G a pearra 
ys : [52 Dees S"£9 CL4 uk ss OB at pain soto - IS BHAUTS. 
Fj ; api yj 


»: =~ : De bas | , r 7 + + —* {+ Se geet 
Biivemigo %A motes ob tasuarinh oC 6/t¢ bO a aS ong Jor Blo. ie 


7 ’ » re r a oe 1 . 
2 DEALS 4f sarenr Sheaehor Wen 1 ih . GO 08) Baw: de 4 SU BINS _ : 
J Et x + a ve 
Vs +p garnk 4 ‘halls 2t Sr 4 P “4h oe, ee Pore ae iT. = ert) : i | 
Sag BSCS JON B800 FE VST @fL JNO .~ MEO: OF (sa aM TL o 
a of a7 2 » wtrrawe yuoe sauaoced a2edd. woLlIot vit a 
CFS BSN SLLM NOE tS SWTeVS. We . + Dy i-3- 739, Cone ee why Va —— 
, 
2 ee ae . em attr T . die may abe tr anor 
ri? yehot oetow Yap ad bivode mottigog goa wey qu saa 


to gabslwonxy 


-¥ 


satow al notiteog 2 iso Angst I Ons .¥ goutter ade 


fewite: od? yntveqaes rhams 8 me I cus, 208% vA bs se 


Gi 
u 


tRaqe eved yes yyetenhat ‘pewed . v mayen 


Peexpus Joa ma I,--: YoRatozere pores 


2 a 


a ik 


— hae dud. adaete ce aa: 


-13759- Mr. Crump, cr-ex. 


have been able to cut their rates and still make more 
money than they did in the early days? 

A. Yes; the greater use of power is one of the 
primary factors in that, I would imagine. 

Q. Wees.and, one.of your primary difficulties is the 
loss of traffic to competing forms of transportation? 

he Wellnwitras, not a badic. di fticulty:;, £ would not 
describe it as a basic difficulty. 

Q. You would not describe present-day truck competi- 
tion as a.basic difficulty of the. railways? 

Di bbws Celltech,  vyesn 

Q....A. very substantial difficulty? 

Ay mAs Substantial difticulty, yes, 

Q. Are you familiar with whether your company has 
got available any figures which would show the relation- 
ship. of capital expenditure per ton mile year by year, or 
is that a question you would prefer to have me ask Mr. 
Liddy? 

D. aad Nave. never scen that. 

Q. You do not know whether this projected capital 
expenditure programme of $400 million is expected to in- 
crease the capital cost per ton mile or whether it will 
result in a saving or reduction? 

Pie Min bh es OU. 

Q. Now, on page 6, Mr. Crump, you started to read, 
as I have it marked, the second paragraph: 

"Mo finance the additions and betterments ...- 
and so on. This question may be one that you would prefer 
to have me ask Mr. Liddy, and I will be glad to do it. 

Do you know whether the depreciation recoveries -- that is, 
the accruals to depreciation -- since your company in- 
stituted depreciation accounting have more than offset, 


or more than covered I should say, the capital expenses 
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of the company during that period? 

A. No, I cannot answer that. I have not the informa- 
tion. I think Mr. Liddy would be the proper witness to ask 
that. 

MR EVANS: Perhaps you would give us what you 
have in your mind, because there may be a little doubt--- 

MR SHEPARD: I think the question is fairly 
straightforward, Mr. Evans. I simply asked Mr. Crump 
whether the depreciation accruals year by year since the 
Canadian Pacific Railway adopted depreciation accounting 
covered or were equal to or-more- than the total capital 
expenditures during that same period. 

Q. Then I wanted to ask you, Mr. Crump, whether the 
profits during that period, which is roughly from 1940-42 
up to the present time, have gone largely to reducing the 
funded debt which had been built up during the twenties 
on the G.k. He? 

Ay 2 think that information could more accurately be 
Raven py tr. Liddy axyso-. 

Qs /Well. thatuis Pine. 

MR EVANS: Mr. Shepard, was it your suggestion 
that the reduction in the funded debt made at the end 
of the thirties was in respect of the growth of the debt 

dufing the twenties? 

THE CHAIRMAN: Would you speak a little louder, 
Mr. Evans? 

MR EVANS: I am sorry. I was asking Mr. Shepard 
-- perhaps I did not hear him correctly -- whether his 
question was directed to this, that the reduction of the 
funded debt in the early forties or the late thirties to 
which he referred was related to funded debt growth in the 
twenties. My impression was that largely it was in the 


thirties that the growth became serious. 


+ 
, 


1 


uy 
af 


4 
Vi 


7 
’ 


ow Noy eqanirad-. :aMs ost: Aim 


‘oasH4 seupoed bat Pera paren 


j Pa ee ‘ Pi4 mn} a ewe ay Jae Fe , eT ~~ Ss A f a 4 
Z vfatat e: Hott soup ane Aertay ot sCAATSHS ie 


: * 
) re cz + rot ! we 
i a 2 ere x a 
'. g@) etrkh ag00 “ve sasv ‘efsirods softstosiaeb ent’ xedd 5 
wal 
‘f ; é 
ee ee ae ae ae z “PPA eR AS ee ¥ ae 47 ake en 
oe SO sine ’ ene & srs Thee Te . a a: om 2 “oy : ; 4 “a 
wittmibooRn ists Bf ssedd besad is oui tant eLirosl ethane 
| - PRG etre ie Bird oi 
7 ee ee cee ee ° 7 : vr a +2 . ay =a te as mas ts k, te Sl ie ‘ ¢ oF A, 
‘2 Leaigeo Ledds ohh mats s4dém ro SF mer. xrew to Hse rsvoo b 
: ; it BE ey ne Pp; / fe ee mepOe: 
Ne 8 — P ys eye r 
hal Pe 5 re | $3 | TE eS Me an? * mits "£0 5 6 5 Lis Pbrnisaxe 
Bi Ms q ” daaye det Sem bullae ee : . . ~ + \ ‘ 
ven ey ta os ae Ss radon] ? wk ae He tae wey A le ey Ae oo ied. PAS 
me Teo onwW . oii y 5) hi Pe ee NES OF DPOTHEW 4 rors iY : 
; : 
: - Bi itd Ge “e Aa i ish ; L ss 3 Le aS 4 ee ‘ ‘ + 4 iz ee 
ns P — . ; 5 oRe - _ re ~ t ne 4 eae) 
RES OC ldavotr er dotiw ,polbtsa date“ gataudh adtiorg: 
PY gag: er ere ‘id? weds | 
ary * o ~ 4 i 4 Viet 2 zx eee Vv Sry ; % nig ASP ore fix oJ ‘wy 
| 
0 . 


i ag Lookin 598 oes ig EOE CEE Oe ene Ca CC ee Tr Hanis t 
Eee ey ee ery A oEN ak pe hey be eee. Bee me Ue oe. " Raeit % + & | uy *s 
{ o 132 WU «al é tha au a Siw MI f + f r sue g i 8 ff {16 ‘ deh Db SH 


bs ar ae ie en 
| | A119" ont’ ne 
hy ‘TB ‘ 


“88 "yLoterodos ‘ondin biwoy <adtdanmrdtal sand” ded T° A ae 
‘ no i “ 7 eS Ke tie Peles : 7 , 
~USLE VOD! 4, : . eM we" ASyv ty: : AY 

| 

4 -OMET Sf JEN .siaw ff ey 


bbz z m . es a ring e's? _ : . Ae : ; re ip: — . pit Mags “te . 7 
bs > * 5 phot te 4S vey? more rele . » 
q gz a A =e Tash ik v 7 @ aye t ve bane 40 cy ea i ra so ¥ = 4 iM 7 


i 
a < F; cea Pt a4 pe fe. 
oh at al fe rs. J ty: pa 5 S . - btal beled oo ea 
* S88b ori? 20° rigwoea: oid “Yo toeqser nt eaw eolsiing edd Yo , 


iia, ee ae 
Teh rim ate Ss eaw T 


idoax *'T09 “mh A “ceo ton ‘bib I ‘pightedt.< 
onl? jaad’ ado wien’ sab fog 
dF asrsiind ovat ond x5" seteret: ylttie sift ‘nit dS bebn 
on. gt sy tea F Pate vig - als a she 
ni awa ‘tdeB “be bNurt* of’ 'paEIS4 os b cs a cw 
ad? ‘mt’ edi ak algae tans sbi 


7 


”~ gece a 
‘s Ana 


_ abdtase" ines ‘08 


-13761- Mr. Crump, cr-ex. 


MR SHEPARD: Yes, that is quite correct, Mr. 
Chairman. I think Mr. Evans has reference to page 27 of 
the Appendix to Part I, which shows a column in the 
middle of the page enumerating the fixed charges of the 
C.P.R. year by year from 1885 to 1948, and it does indicate 
a Substantial increase in fixed charges starting in 1930, 
and then they were reduced again during the forties. 


THE CHAIRMAN: We will adjourn now. 


~--The Commission, adjourned at 12:57 p.m. until 2:45 p.m. 
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AFTERNOON SESSION 
Wednesday, December 14, 1949 
MR. NORRIS R, CRUMP RECALLED 


CROSS-EXAMINATION BY MR. SHEPARD(Cont'd) 


Q. Mr. Crump, I wanted to direct your attention, 
if I could, to page 6 of Part I of the Cansdian Pacific 
Railway Submission. 

THE CHAIRMAN: Did you say page 6? 

MR. SHEPARD: Page 6, sir, yes. Before the noon 
adjournment we were discussing the second paragraph on 
that page. The last sentence in the second paragraph 
reads as follows: 

"The Company, from an early stage in its 
development, followed s policy of reinvesting, 
rather than distributing to stockholders, substan- 
tial portions of its net carnings," 

You would agree, I suppose, Mr. Crump, that that 
policy was followed during a period of either low income 
tax rates or of no income tax. I think income tax was first 
introduced into Canada in 1917 and then following that up 
until the war the rates were not as high as they are today? 

A.) “Yes, 2. thinks so’; 

Q. Iwas going to suggest that with the present 
income tax rates being what they sre, that reinvesting 
earnings is rather an expensive way of acquiring new 
capital for a company today? 

A, Well, we have not had too much to reinvest. 

lee) ds appreciate that, but I am thinking now of the 
possibility of using surplus earnings assuming that you 


ere in the position of having them egain sometime in the 
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future. Those surplus earnings are actually useable only 
after they have had the current rate of income tax paid 
on them? 

A. That is correct. 

Ge then, over on page 7, Mr. Crump, the last 
paragraph on that page, the first sentence reads: 

"While the era of branch line construction 
which ended in the late 1920's is not likely to 
recur, Canadian Pacific has a continuing need for 
funds to enlarge and improve its property in 
keeping with changing conditions." 

Now, I suppose it would be perhaps only obvivous 
that the spending of those funds would only be effected 
or made if a commensurate saving could be envisaged? 

A. That is a basic assumption in that case. 

Q. Then, on page 8, reference is made to.the 
evidence which you gave in the 20% Cese and I wanted to 
read to you one paragraph from page 14 of the Majority 
Judgment and invite your comment on it. It is the second 
paragraph under the heading "Contemplated Capital Ex- 
penditures". This is the Chief Commissioner's Judgment 
and it reads as follows: 

"T do not believe that a railway may, on 
the basis of some management approved undertaking, 
appeal to this Board for an increase in rates. To 
accept this as a principal of rate-making would be 
requiring from the users of the services today 
contributions towards future facilities which may 


never be devoted to their use. Such matters - 


betterment and expansion of facilities, availability 


of capital, etc. - flow from just and reasonable 
rates; they do not determine just and reasonable 


rates." 
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THE CHAIRMAN: What page Mr. Shepard? 

MR. SHEPARD: Page 14, sir, and it is the second 
peragraph under the heading "Contemplated Capital Expendi- 
tures". Would you care to comment either by way of agree- 
ment or disagreement with that paragraph, Mr. Crump? 

MR. CARSON: I think I should remind you, sir, that 
we have suggested in other places that with all respect 
to the learned Chief Commissioner there was some misappre- 
hension as to the purpose of the evidence to which he is 
referring in that paragraph. There was no suggestion 
when the evidence was tendered that the cost of these 
facilities should be borne out of higher freight rates. 
They were quite obviously capital expenditures, and the 
evidence was given for the purpose of showing the programme 
that was felt necessary in the future and the expenditure 
that was involved, and, therefore, since the only way the 
money can be raised would be by financing through the 
issue of further bonded indebtedness or equity capital, 
it was pointing to the need of restoring the credit of the 
Company so that they could do so; there was no suggestion 
on our part thet freight rates were to bear this capital 
expenditure. 

MR. SHEPARD: Let me limit my question to you, Mr. 
Crump, and just refer to the first sentence or even es part 
of the first sentence when the Chief Commissioner says: 

"I do not believe that a railway may, on the 
basis of some management approved undertaking, appeal 
to this Board for an incresse in rates". 

Would you care to comment on that at all? 

A. Well, my evidence before the Board on this 
programme was designed to indicate to the Board, as I under- 


stand it, the need for such improvements if we were going 
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to continue to give the service in Canada that we thought 
Should be given. 

Qe Iwhake- it then.thet your,view Lsthat. the need 
for such expenditures is a matter entirely for management 
of the railway companies? 

hye NES+odtwheelwso0, 

Q. You would not suggest that the Board of Transport 
Commissioners should have the power or the duty, let me say, 
of considering whether those expenditures have been necessary 
when they ere deciding what level of rates to fix? 

A. Well, in my opinion, the two things are synonymous 
If the railway management through its years of experience 
and best technical advice that it can get makes these 
capital expenditures, unless they are very much at fault the 
Board would be bound to agree with them. 

Q. But you would say that if they were very largely 
at fault that the Board - 

A. There is always the possibility of human fallibi- 
lity, but my own Palace that the railways have a large 
and complex organization of skilled, experienced men, officer 
who, I feel, are best able to judge the need for such 
expenditures. 

Q. Now, turning to page 9, Mr. Crump, I would like, 
if I may, Mr. Chairman, to ask Mr. Carson whether I under- 
stood correctly this morning that Mr. Newman is to give 
evidence later on? 

MR... CARSON:...Yes,,.thet is.righnt,.Mr..Schepard. 

THE CHAIRMAN: Mr. Newman is to give evidence? 

MR. CARSON: Yes, my lord. 

MR. SHEPARD: And I presume that his evidence will 
cover the method that he followed in developing this anti- 


cipated growth in revenue? 
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MR. EVANS: That, I may tell my friend, is already 
in the record of the Board, but it will be repeated. 

MR. SHEPARD: I know it is in the record of the Board. 

MR. EVANS: I thought that was to be treated as the 
record Nera? 

THE CHAIRMAN: You mean the Board? 

MR. EVANS: Yes, the Board of Transport Commissioners 
has the evidence to which my friend, Mr. Shepard, has re- 
ference, and he is merely asking whether Mr. Newman will be 
available to repeat that evidence. We did not propose to 
have him repeat it in detail in chief because the evidence 
is there and available. 

MR. SHEPARD: But I wanted to know whether he would 
be available for cross-examination and I am told he will 
be. 

MR. CARSON: Oh, yes. 

MR. SHEPARD: Now, Mr. Crump, I would like to direct 
your attention, tol think it is, the fourth sentence under 
the heading on page 9 of "Expansion to Meet Growing National 
Requirements". The sentence starts with the word "consequ- 
ently" and it reads: 

"Consequently, Canadian Pacific is faced with 

a potential annual traffic growth of 450,000,000 

revenue freight ton miles. This will necessitate 

enlargements of the railway plant. This, as Mr. 

Newman explained in his evidence in the 20% Case, 

does not mean that the increase in traffic due to 

increase in population will necessarily be imposed 
upon the present high traffic volume’. 

Now, I presume that all the way through this section 
of your material the assumption is that the railway 
facilities at the present time of the Canadian Pacific rail- 


way ar@ being used more or less to capacity? 
(Page 13770 follows) 
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A. They are being used in some places close to 
capacity. On the system as a whole, we have handled 
more tonnage during the War than we are handling now. 

Q. IS it your opinion that the Canadian Patific 
could handle any substantially larger amount of traffic 
than it is now handling without increasing its 
facilities? 

A. Not a substantial amount, but it could handle 
Somewhat more. 

Q. This 450 million revenue freight ton miles, 

I understand, is approximately 2% of your present actual 
freight ton mileage. 

A, That may be so. I will take your word for that. 

Q@. That is what I am informed; and that would 
anticipate then an increase in traffic of 10% over the 
next five years. 

MR. CARSON: Last year, according to page 527 of 
the Appendix, in 1948, the revenue freight ton miles 
amounted to 25,218,400,000. | 

MR. SHEPARD: It I tiene than 2%, but 
not a great deal. 

MR. SHEPARD: Q. I take it that one of the basic 
underlying factors in planning this capital expenditure 
programme is that your officers consider that traffic' 
will increase in Canada. 

A. I am looking forward to that, if the rate of 
population continues to grow as it has in the past. I 
think I have sufficient faith in the future of Canada that 
I may look forward to 8n increase of traffic on the 
Canadian Pacific. 

COMMISSIONER INNIS: Q. Does this take into account 
the material put forward by the Canadian Freight Association 


as (to, the: amount of. traffic which will go,to the trucks? 


A. No. As I understand it, this was based on a long 
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term average. 

Q. You were not taking into account that the trucks 
might be pulling some traffic away from the railways ? 

AMA NO ardG) no Hethink so. 

MR. EVANS It is calculated on the absolute 
growth of population. I think it is a straight mathematical 
calculation. 

MR. SHEPARD: @. At page 10 of the Canadian National 
Submission I would like to read to you two very short 
Sentences: 

"Traffic volume is not expected to increase in the 

immediate future. On the contrary, the anticipated 

trend is downwards." | 

Would the Canadian. Pacific disagree with that? 

A. Well, at the moment the present trend is downward 
Slightly. There has been a slight falling off in traffic. 

Q And the anticipated trend, you would say, is 
downward? 

that 

A. I do not know/that holds true. There are so many 
factors which enter into that problem that I do not feel 
Qualified to speak about it; for example, international 
trade, and world-wide conditions will govern, I think, that 
matter. Personally I do not feel qualified to advance even 
an opinion on it at the moment. 

Q@. What I was leading up to was this: That if the 
level of itreffd cxshould Grops'. tt. Ys conceivable, and I 
presume you would agree with me, that the increased traffic 
due to increased population might just about offset the drop 
in traffic, so that you would not have the 2%, or whatever 
it is, increase in traffic each year that you are using, 
as one of the factors which is a basis’ for this calculation. 

Ah Vesshthat) Werauwiitel possibile, 

MR. EVANS: Loto noc think=ny) Triend haaipur 45. inthe 


way that the brief puts it. The increase is not 
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Superimposed on the present volume but on what may be 
considered to be the long term average, and the brief 
Says. SO. 

MR. SHEPARD: Yes. 

MR. EVANS: I thought you were suggesting that we 
contended that the 2% was imposed on the present volume. 

MR, SHEPARD: I did not consider myself bound in 
forming my questions by the Canadian Pacific brief. 

MR. SHEPARD: @Q. Turning now to page 10, the top 

paragraph of the Canadian Pacific brief, where I read: 

"Canadian Pacific is confronted with the 

necessity for securing substantial amounts of 

new capital." 

I wanted to put @ general question to you as to what 
process you would go through in your thinking to arrive 
at a point where new capital became a necessity rather 
than just a desirability on the part of management? 

A. The process in my thinking is exceedingly simple, 
I believe. As the operating officer who has to operate the 
railroad, I feel we have got to have new capita’ to get 
into the diesel programme and many other things, if we are 
going to continue to function efficiently and to increase 
our efficiency as the years go on. fas other words, we must 
be a dynamic and not a static organization. 

Q. The third sentence in that same paragraph reads: 

"Tf the company cannot attract capital for these 

purposes, it will become sterile to the detriment 

of the nation." 

Would you agree that the phrase "detriment of the 
nation" indicates that the welfare of the Canadian Pacific 
is inextricably bound up with the welfare of Canada? 

A. The welfare of the Canadian Pacific? 
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A Is bound up with the welfare of Canada? Most 
decidedly. 

Q. Would you agree that the primary responsibility 
of the Dominion Government is the welfare of Canada? 

Ae? TeRes 

Q. Then going on a litle further in the same 
paver repr Jot tnd sth si 

"The Company must be assured of a level of rates 

which will afford the Company a fair measure of 

net earnings each year, in order that its credit 

position may be restored." 

I would like to ask you whether you consider a level 
of rates can insure a fair measure of net earnings? In 
Other words would you recognize that it would be possible 
for rates to become too high to move traffic? 

A. Oh I recognize that fact, yes. 

Q. That y u might price yourselves out of the market, 
as the saying goes? 

A. Lt 948 possibile: to do. that. 

Q So the level of rates does not actually guarantee 
any appropriate or inappropriate amount of net earnings? 

A. Oh no. I do not think there is any guarantee 
involved at all. 

@. Then I take it from what Mr. Carson told me that 
Mr. Newman will be available for questioning on pages 
pair Nats Golareaes 

Now on page 13, at the top of the page, Mr. Crump, 
in the large paragraph you are referring to the additional 
expenses which will be incurred which will more or less 
offset the savings which will be made out of this programme 
in its “initial years, and you say. 

"First, interest charges on the additional capital 


investment, which for the purpose of the estimate 
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are takém at 4% on equipment (due to the ability 

to finance equipment on a lower basis than other 
borrowings and 5% on road property." 

I assume you share the view which Mr. Walker expressed 


as to the suggestion that perhaps the Canadian Pacific 


might have Government guaranteed securities. 

MR. EVANS: Where did Mr. Walker say that? 

MR. SHEPARD: I asked Mr. Walker what he thought of 
Manitoba's view, and he said he did not think much of it. 

MR. EVANS: The way you put your question would suggest 
that Mr. Walker was agreeing with the substance of the 
question. 

‘THE CHAIRMAN: What is this reference on page 13? 

MR. SHEPARD: The reference is to the cost of 
financing, and the paragraph starts at the top of the page 
as follows: 

"The additional expenses involve. primarily three 

general groupings." 

And in the next sentence which I referred to, it makes 
reference to interest rates of 4% and 5%. 

THE CHATRMAN: The next sentence deals with interest 
charges. 

ME OHEPARD? “Yes sir. 

MR. eHePARD:” QQ. IT shall rephrase my question. 1 will 
make it as a statement rather than a question, and T x 
am saying that you do not agree, any more than Mr. Walker 
did, with Manitoba#s suggestion, that consideration might 
be given, if necessary, to obtaining Government guarantee 
of Canadian Pacific securities? 

A. Your assumption is quite right. 

Cur sie wentea to SSko vou 1) jblis Wee Uonme, att... 


Government guarantee was obtained, would it not quite 


obvio USly result in substantial savings on interest charges? 
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A. LG mien. 

Q@ And also I think it is self evident that bond 
interest is an expenditure before Income Tax. Fixed 
Charges are an expenditure before Income Tax. But 
stock dividends are payable out of net earnings after 
tax. So common stock dividends are more expensive. I 
appreciate why they are necessarily paid, but if you are 
paying them, it costs the Company more than to pay bond 
interest, speaking tax-wise. 

A. Only taxewise, or the fact that it is not desirable 
to pay dividends? 

Q I am simply pointing out that on a bond issue the 
interest is paid out of the Company's net earnings before 
Income Tax. Do you agree with me that far? 

Ro’ Yes. 

Q. And common stock dividends are paid out of earnings 
after Income Tax? 

Doe we eeoe Vs. ee Ge. 

Q@. So, assuming for the purposes of our discussion that 
you P&8y 3% on each; it actually costs the Company more 
to pay 2 3g dividend than it does to pay a 3% bond interest? 

A. Yes, mathematically I think that would be correct. 

COMMISSIONER INNIS: Did you have in mind, Mr. 

Shepard, the parallel amounts paid on the Canadian National? 
Do you know what they would be? 

MR. SHEPARD: I am afraid I do not. 

COMMISSIONER INNIS: You did not think of them when 
framing your question? 

MR. SHEPARD: No, but I am sure Mr. O 'Donnell would 
be glad to provide that information. 

MR. O'DONNELL: Last year on Government loans the 
average interest rate was 2.9%. 


MR. COVERT: I wonder what figure that compared with. 
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For instance, there is the 4% on equipment. What would 
the comparative interest rates be that are paid on the 
Trust certificates of the Canadian Pacific and the Canadian 
National? I wonder if we are talking about the same thing? 
MR. EVANS: That is quite true. This 4% does not 
mean that you could borrow money on equipment for less 
than 42. 
MR. COVERT: I think the record should be cleared up 


because people may be talking at cross purposes. 


(Page 13782 follows) 
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MR. EVANS: I can put this much on the record. 
There may be witnesses: we can get this from, but I 
certainly doubt that Mr. Crump has it in the back of his 
mind. “(fevgeest it the evidence TerLocked at in phe, vwo 
Pave Casee Lue well be (found there 1s a limiteron tne 
extent to which a company can -- I was about to say 
with propriety or safety -- reasonably be expected to go 
in borrowing on equipment trusts because equipment trusts 
are serial maturities, and once you get serial maturities 
equalling the current edition of the trusts you might 
just as well pay it out of pocket as you stand as to 
finance it. That kind of security carries a very low 
interest rate because its security is the equipment it- 
self. When you come to finance a large program this 
4 per cent and 5 per cent has no relation to any 
assumption that the whole program would be financed for 
equipment on equipment trusts and the balance on 
something else. 
Mey COVERTS “Five per cent .on road property,: for 
instance, might not nmean that the bonds were paying 


S*per-cent Interest either? 


MR. EVANS: Not at allsthis is a program of improve- 
ment, and the evidence we presented to the Board was that 
g large part of this should be done by equity capital,. and 
that another part should be done by borrowing at fixed 
interest. This cuts across that, and it is for the 
purpose of estimating in the immediate future what the 
increased charges would be because of the increased 
capital that these figures have been taken. Mr. Newman, 
who will follow Mr. Crump, will be able to answer questions 
of that kind as to why he took these figures in his 
estimate. I am just trying to be helpful. 


THE CHAIRMAN: It seems to me all that Mr.Shepard 
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is trying to do now is establish that if the Government 
guarantees your flotation you will get a lower rate of 
interest. That goes without saying. 

MR. EVANS: I should think so. 

MR. SHEPARD: Perhaps it does. It has been said 
now. 

Q. Then, Mr. Crump, on page 14, I think it would 
perhaps be preferable if I asked Mr. Liddy about it. 

In the third line from the top of page 14 reference is 
made to an item of $3 million increased depreciation 
charges after the program is under way. Would you prefer 
me 2sk Mu Liday about 167 

AS 2 think Mr, “Liddy would be the ‘proper man vo 
answer that question. 

MR. EVANS: As a matter of fact, that is also a 
part of Mr. Newman's estimate, and while Mr. Liddy will 
be able to answer all questions about the depreciation, 
this is Mr. Newman's study, and he will be able to 
explain why he took these figures. 

MR. SHEPARD: Q. Would you agree, Mr. Crump, that 
maintenance charges always increase with capital expendi- 
tures? If you embark on a program of more than usual 
dimensions so far as capital expenditures are concerned, 
would you expect your ete ese charges to rise? 

Aye I'do mot think one can make a general statement 
to that effect because it would depend to some extent upon 
the nature of the capital expenditures being made. 

Q. Can you think of:-any capital expenditures, other 
than replacement of worn out work capacity, that would not 
result in additional maintenance costs? 

A. Additional maintenance costs immediately the 
capital expenditure is made? 


Q. Yes, 


nF - 
yee 


Saadiewtab ae en meals de lidedee a ia 
eA ee =i 
jo eden tewol 5 tog Liv uoy, notes okt we * Yeu 


| . sniyse Sword tw 108.28 in 
els : 
.0€ Matas Biwoda I " yemava a. Cees 


.B90b th sqartre%, PGRAGHHE 5 


ae 
ge S 
Velho 


ode, Pg ® 


, Ge 2. 
re .32 ¢ditede GhbAL .¢M bedas I tt efdeisterq ed sasdirag 


+ 


kf opeyg To sot 86st mort ntl hildt odd of 


- 
“4 — ee oe : i es a. ph i ohdlae 7 i el ‘th _— 
ste ra for biveW ivew sabes ef metgotq eng as¢dis abaredo 


7 rt e Pa ae i ae) Cy, Se wh x i " ¢ 7 ~ - 
ve nobteiserash heesoroni cotiLin E% te week: ms, o% sbsm 
6 * 
: Ph = P) mm 0 ae ¥ * 
Tok JQuods.vbSil .ch yes sm 


ois al a se ee oe ee eo on By | wt fret rf 
o3 opm teaqerTg 03 e¢ bivow ybbid .aM aAnidy I od 
‘ 
1 ; ; . 
2 +m oT rm ot e Leo ; 
: : foLd nOoUD sats {Owens 
e 
4 « in 2 > + ‘ ~ > ~ A ryt : nz 
i ore! } } Y <a i ae "seo Sm 8 Eh 3 A’ A « FR 
i f i nd “ td é 
[itw'yvbhild .M eitdew bese .scamivaco a’ memwon..i 10 976qg 
- re FS ; - a om “ctade sere brie eiie - ie ewes ~ Tete ad 
7 eittid ae ae oS ay eer Lee SE. GleViv Gawapal sal TSwens oa a wef 
aS 
Be at“ > ; r % : te, aw gh ae & od . -) b 2 F +? — 
7 9 slds sd Llifw on Sas .voudgea a'nenwek XM OF atrds Ld 
ry 
7 e nf 4 “~ y ay ml vey » Tt - 
7 ,B2SGTURI i oi $+ wooy on Yow arsiaxs 
a 
; es oy er ue -. P. aide tks,’ | ae estat ne vy z rer ThA! ree y 
. @BRS 4 Gat: . eh .se%mms voy Dilfow «} 7G T8HE . AM 
ar 
’ UF ated Aten wala, alk cas toe Sy et ee : 
| =!ineqxe Lattaqso siditw esseron! eyewls segredo sonensiatsm 
T meee ‘ ~~ a ae Oe A Caria’ a Ors fer * ms fer io in La 'tifexta i es 6 tod 
iBvGi Gaic SYon GO APIAVId cs NV Asam Oy aL ,e¢ 
2 ‘ 
’ 
vf : ‘ 
—_—eo ar ulin! eet NAA ee Sere wet me 2 fit tb 
x 2) VT oon or) ory F BS" iC TRaegxKs ee Lane 2. CI "4 AB *y } 3 Wo BAOL - Sin a { 


nies tnetxe emoe of bagged bivow Jf sayacod soelle tseAy of : 
.ebem ynied sesudtbasaxe Isifaso ed? To srudan end 

sersdibaeaxe ipdiqse yas to Anindd oog meso .f 
fedy .¥oto sqs9 Nxow vo otow to SHSMSOS LS centt ' 


teteoo nononenalee Sannts ibbe mi sivesr 


,| 


- 13784 . Mr. Crump, cr-ex 


A. Not over a long range point of view, no, I do 
not think I could. 
MR. EVANS: There is a great difference; if you 
would ask these questions of the proper people -- 
MR. SHEPARD: I am quite willing to ask them of 
one proper people vy: “Lf Mr. Cxump would prefer not’ to 
answer them all he has to do is to tell me. 


MR. EVANS: Maintenance accounts and maintenance 


ecnNarges are really accounting questions. 

MR. SHEPARD: As an operating man I think Mr.Crump 
would have some idea that a capital expenditure would 
result ina rise in maintenance costs in the operation 
6f-the rat lroad. 

MR. EVANS: I do not think you can generalize on 
these things. That is my point. 

MR. SHEPARD: Q. On page 15, Mr. Crump, the 
firth -line-from the <toép-of “the page, "this sentence appears: 

"It must be borne in mind that after the end of 

the five-year veriod the probability is that a con- 

tinuing cycle of improvements will be necessary." 
Perhaps I should ask this of Mr. Newman as well, but do 
you know whether any studies have been made by the C.P.R. 


about the continuing cycle of improyements, or 


what they involve -- 

A. We have made some study of a period beyond the 
five-year period, but it is very difficult to say as to 
that now. Conditions change so rapidly, but we have looked 
Bo Lt. 

Q. Have they been reduced to a dollar basis? 

A. We had some studies on that, but they were rather 
incomplete, and I do not think they would be of any use. 


Q. So you would not know at this moment whether they 
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would run in on a dollar cost per year at a higher figure 
than your annual depreciation of equipment? 

A. I would say that is impossible to say at this 
stage. 

Q. Then I should like to turn paragraphs 22 and 
23, towards the bottom of page 15. You make reference 
to the ratio of net to gross earnings, and I think 
Mr. Carson told me Mr. Liddy would deal with paragraph 22. 


I think you read paragraph 23, which states: 


t 


-- a reasonable ratio between net and gross 
earnings must be provided." 

I wonder if you would express your opinion as to what a 

reasonable ratio is? 

A. There again I am not well qualified to speak, 
but I certainly feel that the ratio of net to gross 
earnings in 1948 of 5.18 is too low, but just what that 
figure would be I cannot say. I know that is too low. 

Q. If you make the statement that it is too low 
you must have some figure in mind that would be about 
right. Le is toc low by how much? 

A. I know that any figure I might place on that 
certainly would be a mere guess on my part. 

THE CHAIRMAN: Can anybody place a figure on it 
that will not be a mere guess, on behalf of the railway, 
because we would like to have this. It is no use wasting 
time if somebody else is better qualified technically to 
deal with this paragraph. 

MR. EVANS: I am sure we will have others who can 
answer the question. 

THE CHAIRMAN: Pardon? 

MR. EVANS: I am sure we will have others who can 
answer the question. 


THE CHAIRMAN: There is no use having guesses. 
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MR. EVANS: I suggest the question cannot be 
answered as a generality. For example, this ratio of 
net to gross earnings is the reciprocal of the operating 
ratio, and the operating ratio depends on your volume of 
ratifies... You might be able to get along with an operating 
ratio of 80 or 85 with a certain volume of traffic, but 
if your operating ratio is still 80 or 85 with half that 
volume of traffic, you have a very different situation to 
meet. How anybody can say what an operating ratio should 
be. flav on any, general hypothetical. conditions, I.do not 
know. 

THE CHAIRMAN: Mr. Shepard, are you satisfied with 

what Mr. Evans has said? 
MR.SHEPARD;: Mr. Evans gave me exactly the answer 
I wanted, Mr. Chairman. 

THE CHAIRMAN: Apparently the company has divided 
up the work of explaining the brief, and as soon as we 
are told that somebody else is prepared to answer the 
question we had better proceed. 

MR. SHEPARD: I quite agree, Mr. Chairman. 

Q. At the top of page 16, Mr. Crump, paragraph 25 
reads: 

"CanadianPacific submits basic economics supports 
phe, proposition that the cost of rail transportation, 
including the wages of capital as well as labour, 
should be borne by the traffic which moves over the 
railway." 

Should I direct questions on that paragraph to you or to 
somebody else? 

A. Yeln ty pinion that 1s, the .case..but«L .amynot an 
expert on economics, and I think the development of that 
should be left to somebody else. 

THE CHAIRMAN: Who will deal with that, Mr. Newman? 
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MR. EVANS: No. 
THE CHAIRMAN: I do not know. 
MR. EVANS: To me that is one of those basic 


statements; it is an assertion, but we will have an economist 


available. 

THE CHAIRMAN: It is an argument. 

MR. EVANS: In effect it is an argument. 

THE CHAIRMAN: The statement is that "basic 
economics supports the proposition". Who can tell you 
whether it does or not, whether basic economics does 
Support, 1? 

MR. SHEPARD: I think there can be a fairly 
fruitful discussion out of that short paragraph. 

THE CHAIRMAN: Of course I have my own means of 
finding out here. 

MR. SHEPARD: I will not pursue it further. 

COMMISSIONER ANGUS: Will this point not be dealt 
with in the argument about subsidies? 

MR’. EVANS: I suppose it will.’ It must inevitably 
come into that kind of argument. 

MR. SHEPARD: Q. Mr. Crump, I want to refer next 
to a question and answer between Mr. Covert and Mr.Walker 
in yesterday's transcripts “It is Volume’65,° page’ 13639-8+ 
Again I appreciate that you are an operating man, but I 
wanted to discuss briefly with you this matter, because 
you are also a director of the company. Towards the 
bottom of the page Mr. Covert had been discussing the 
matter of a rate base with Mr. Walker and he put this 
question: 

"Q. I say that once you had established that 

principle” .- 
That is the principle of fixing rates on a rate base, and 


a raté of return method. 
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"_- would it not make it much easier in future 


rate applications? 
A. You mean applications for horizontal increases 
or reductions? 
Q. Yes. 
A.oVi should!) think 1timient, yes, facilitate it 
very greatly." 
I wanted to suggest to you, Mr. Crump, that the fixing of: 
a rate base would not have any material effect in assisting 
the determination of general rate cases. My reason for 
making that statement is that when the railways come to 
the Board of Transport Commissioners asking for a rate 
increase, a major portion of the time spent by interested 
parties and the Board is inquiring into the expenses of 
the railways. You would agree with that? 

A. No, I do not agree with that. 

Q. I am only referring to the last two cases. Let 
me put it to you this way. Before either requirements or 
a rate of return are allowed, the railways come in wen a 
financial case showing total revenues and total expendi- 
tures. That is the starting SOanE: Then the Board of 
Transport Commissioners and interested parties represented 
before the Board spend a good deal of time, or have in the 
last two cases spent a good deal of time in looking into 
the expenses as presented by the railways? 

Ay 1 ¥@e t geree wih nat. 

Q. So that is one large piece of work that has to 
be done on the :rate case? 

A. Yes, I should imagine so. 

Q. Then following that let us assume that a rate 
base has been established, and it still remains for the 
Board to fix a rate of return on that base. My suggestion 


is that if that were done no board regulating railways in 


ee ne yA <b KOER " iad v 


7» 


oll 
A 


° 


; 2 mais Eases too 504 eqopinatigga asta. wor rA an | 


a ad i“ 


a | “tapsiaoupos ee 
«90¥ ® i 7 


gtdgim tf sot a bivose I. ad ee 


" .issorg YI9Vv 


I 
ve 


“to anixnit ond Sod , gard .44 Woy o9 taopaue ov Dsinsw i 


Son BbLlyow Spas 9 Dh B B- 


te fotten tar eb’ ts > ih 


gendd gatden, 


: ' P ary « mn. me is! 
aian a 78? nabtes erenotsalmnod srogansy? To. brsod oft 
team 5 ,sesexont 
ton). een it bas estins 
8 Ak ph Oo Pe i alo C2 we ly BS - 5q _ 


tierd dole serns bigow war .8y oyiles sag 


fm OE Te Oe ©, ee 

os 

4. 

Dd 
; 
nd 
G4 
>, 

- 

ret 
~ 

. 

ll 

= 


‘ ae 4 ree snaln —— > +h « a a 
TC) SSMS: mnooy yeng £4 my Or oe yew Aragy voy og Jz sug om $ 
+ : ate wee oe GS BS we ‘ ? wy 
7 ‘ « o 
+4 _ ” rf - ¥ = ort ar P ® 
y ® bid d4 a rene Yet WwW <OeWOi45 SFL TING SY to star 5 


antwotea oaso, {sfonsali 


t~ sa 2. Ae * ro“ . 
“ ir bOLT wi «¢) LB Bic 


oe 
T 
Ne Ps 
~ 
c 
r 
bn 
neh 
rt 
4 
> 
<a 
a 
t 
—s 
5 
al 
$ 
_— 
aa 


T gored 


5 ty x a oe beptinry 4 wets oat ot Sad 
9 MLB rs Sie? sete «ov FELOG wily Lisv ¢ oad. at mia } 


7 : -_ 
ayedolesinmodD trogensiT ‘eh 


Te 


g08 oid exoisd : 


a 

+ . ot 
o 
wee 
Fd 
LS 
7 
Paes 
“ 
—_—< 
t 
+4 
% 

- 
. 

. 
Len 
bod 

ne 
“ 
e 

. 

rt 

“ 


tr] 
i ua 
an 
ered 
s * 
as 
ad 
‘) 
on 
+4 
we 
wy 
i Fone 
: 
s 
~~ 
— 
» 
a 
i 
—_ 
> 
Si 
~ 
, 
ied 
iy 
Fa 
me 
{ 
2) 


-. otnt ayiteet eb .cmtd to Leeb booa & Jqoge Aeasg: OWd dash 1 °F 
tnesexg ss sasenogxe ed? 
itiw sey 


to seetq eupsl ane 


teaso stem oft mo e900 od 


. 


oe entgemt Diyeta I .2s¥ -A 
ejou 8 tad? empmes ay tal ded? aqtwolfet ment = .o 
ae 70% eat me LEE a BRS hotietideden mead aes sasd 


§ 


a iqenave a , Sasa ispa A ates @ ines 


ha 
u 7 


f vaniton anteetnas pasod ons 


NP 
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this country would fix a rate of return without regard 


to the requirements as we have come to know of them of 


the railway in question. 


(Page 13792 follows) 
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In other words, the mathematical result of applying the 
rate of return to the established rate base would of 
necessity have to bear some relationship to the require- 
ments of fixed charges, dividends and surplus of the 
railway that was being used as an example? 

Ay ~¥es. 

Q. You agree with that? 

he pe ao. 

Q. Now, Mr. Crump, I think I read in the paper 
recently that you had personally taken delivery of some 
new diesel Locomotives? 

THE CHAIRMAN: Had taken what? 

MR SHEPARD: Q. Delivery of some new diesel loco- 

Mobimecson behalf of the (C.P.R.? 

A. I did not personally take delivery; I was present 
when the first one was turned out. 

Q. “.Youndad not drive: them.away, ywoursedis, L-~presume 
those were financed by equipment trust certificates? 

fh. I presume they have been. 

Q. Have you knowledge of the rate of interest called 
for by those? 

A, INGO, ODeave note 

MR SHEPARD: I am sorry to be so long, Mr. Chair- 
man, but I want to try to eliminate any questions that I 
should more properly ask of Mr. Newman or Mr. Liddy. 

I did have some other questions, but I think I 
will ask them of another witness. I think that is all, 
thank you. 

THE CHAIRMAN: Next. 

MR SHEPARD: Mr. Chairman, just before Mr. 
Frawley starts, I wondered if the C.P.R. could supply to 
us sometime between now and the end of January a list of 


who their witnesses will be and exactly what portions of 


ee 
es 
ys 
a 
= 
—s 
7 


wid godine is press inostehan ities 
' %q Bisiow Baad axes Bai Nettdnsad. atid og 
Sensnpes sag od ganemakte isa sash, 0 ase iat ots 
dH4' 46 wil Leite ME abyaereak oe ‘beat 4s ae 


Por aiite fh as 68 Bij absd nay ey 3eitd cba ft 
? 7 


> « 
ana ae ok A ow 


fiend Aeee Seite ii wor ns Wed, * 


Aa) 
| ime Bh tttaptran pissed wht 2 ai i 3 BC vie ct iris # end witriios4s Vc . 


. « : ° Aye 
{ ren Pho oe + . | ee or ade 1 a : 
TeeavEsomoocs fgdard wen : a ; 


. H Pana ee oe oles * 1? ore 
hn hes . Melee PAL | S Brae ere che 
, - ¢ “ ~~ S Bed ei Say va - 2 . ‘ 
7 SiTW SRE BEG ; TROT Al ev mets ie! : 


S43 tq $LGHed oo sovkion. 


bt 
Bittieaes - Oe nee ohacdy. vite BoB Ty xe 2 : f 
Fite Babe & ; L2SeT0Oy BlwWs fen’ every Oi Div » 
oy 4 a 4 en « 
at 5 ti+AGy Gis steels syow seor 
é ' 
' 0 
a ee i 
; ‘ A fi yess 4 ef 
Bet bi Th. wees Shab ad hh & AS sian 31534 2 fos [bade yoy ov he :o 
: 
‘ wi 
; = t} ve 4o't 
. » : 
r yeaa vast r mig 
~ tia eo * . < i@ 
| @ 
: ; | 
. OD) ; Ear ee ame a) coe) et ae 
x oe o1 eee ee a yee a ee Gag ayes 
£8: oft 62 acd Witos me I + GAAIRHA AM 


Ls Jang $Geous MUG sdattile od ite) ot dish f sate fim 
7 


ba Wa dre pesery 7 ot if oe rae ea 2 eet oO & ~— . 2 a 
A onitt i odd, efictdReup téiied omos Swart HED I 


ipa dose t6 me 


oo bivos Ast 3 saint 
Rar) 


-13793- Mr. Crump, ‘cr=ex. 


the brief will be covered by them. I appreciate the 
difficulty that my friends have had this week, but I think 
it would expedite and assist us, and perhaps the Commission 
aS well, if we did have a fairly detailed breakdown before 
we resumed. 

MR CARSON: I did write Mr. Frawley a letter 
about two or three weeks ago telling him who our witnesses 
would be as far as we know them, and indicating what sub- 
jects they would deal with; but, quite frankly, it is 
sometimes the very last minute before we can get down to 
Saying that they will deal with a particular paragraph or 
anything of that kind. 

THE CHAIRMAN: Are all your witnesses here now, 
for instance? 

Ma cAneON Oh, no, my Lord. 

THE CHAIRMAN: If they were all here you could 
Just ask the question and let the proper witness answer it. 

MR SHEPARD: If we had the whole team oN a 
once, 

THE CHAIRMAN: Well, Mr. Carson has just said 
that he wrote to Mr. Frawley. 

MR CARSON: Yes, I did. 

THE CHAIRMAN: Do you find the arrangement Mr. 
Carson proposed in his letter satisfactory to you, Mr. 
Frawley? 

MR FRAWLEY: I won't say it was not satisfactory. 
It 1 ey orier; 1b was as much as Mr. Carson ‘could do. 
He simply said, “I would like to tell you that the following 
Witnesses will deal with the following subjects: Mr. Walker 
on general matters, Mr. Walker and Mr. Crump on general 
matters, Mr. Jefferson on traffic matters, Mr. Liddy on 
accounting matters, and Professor McDougall on economic 


matters." I think that is roughly what he told me. 
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THE CHAIRMAN: There is a Mr. Newman coming too? 

MR FRAWLEY: I do not know whether Mr. Newman 
was mentioned; he probably was mentioned. 

THE CHAIRMAN: We have been told that Mr. Newman 
would answer certain things. 

MR FRAWLEY: That was the only particularity Mr. 
Carson gave me, and I do not know whether he can do any 
Devver. 

THE. CHATRMAN: Is there any reason why Mr. 
Shepard should not be given the same information? 

MR FRAWLEY: On noir. arson .probably 
assumed --- 

MR CARSON: I did. I was communicating with Mr. 
Frawley on behalf of all counsel. 

MR SHEPARD: I have that material, Mr. Chairman. 
The only thing 1. am now asking 1s.if the, GPR. coudd give 
us a sectional breakdown of their actual brief, and say 
Mr. Newman will deal with pages so-and-so and so-and-so. 

THE CHAIRMAN: On the other hand, Mr. Shepard, 
does it matter to you who answers your questions, so long 
as you know somebody is going to be there? 

MR SHEPARD:.. Oh, if they are all here at once, 
Thay 1.6 Tine, ir. 

MR CARSON: We are pretty careful as we go along 
GO JAC icace., 

MR SHEPARD: I did not mean to cause a disturb- 
ance by making this suggestion. 

THE CHAIRMAN: Of course, we will have to see 
that proceedings do not come to an end with some of your 
inquiries unanswered because nobody came along who was 
able to answer a certain thing. You will take very good 
care that does not occur, of course. 


MR CARSON: Just as we have been trying to do 
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today -- indicate as we go along that someone is going to 
deal with this, and someone is going to deal with that. 
But my friends may be assured, if there is any particular 
aspect of the matter about which they want information 

or want to have witnesses here, we are only too ready 

to make them available. @ 


THE CHAIRMAN; Well, we will rely on that. 


CROSS -EXAMINED BY MR FRAWLEY: 

Q@. Mer Crump, I must*conféss, that Tvhave hadva 
little difficulty in appreciating the setting in which 
your evidence is being given. Now, could you help me out 
about that? You have told us pretty well the story that 
you told the Board in the 20% Case; isn't that right? 

A. Yes, pretty much the same story. 

Q. And the purpose of the evidence in the 20% 

Case was to indicate that you had Ca fficumey in 
raising moneys to carry out this improvement and expansion 
programme? 

A. Yes. 

Q. It was Hoe entirely unrelated to the then pending 
proceedings before the Board, was it? 

A. NOp Dewould say not. 

Q. No. As a matter of fact, looking at page 1387 of 
the proceedings in the 20% Case, I find my friend Mr. 
Evans saying: 

"Now, bearing in mind that the Board has said 

in the 21% judgment that the railway property is 

entitled to earn $52,322,000, we are going to ask 

this Board when it is reviewing the old judgment to 
look at that judgment in the light of a fair return 
on the investment, and all of this evidence therefore 


will accordingly fit into a picture by which the 
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necessity for establishing the credit of the company 
will be shown." 
In other words, as you said a moment ago, that evidence 
was not being given purposelessly or in a vaccuum before 
the Board? 

MR EVANS: Ask us.-that. question. 

MR CARSON: I am afraid we must take respons- 
ibility for evidence that is tendered, rather than the 
witness. 

MR FRAWLEY: That is all very well, my lord, but, 
with due respect, I won't be brushed off that way. 

THE CHAIRMAN: I beg your pardon, Mr. Carson? 

MR CARSON: I say that we as counsel must take 
responsibility for the evidence presented to the Board 
and the purpose of the evidence. I do not see how you can 
cross-examine a witness as to what purpose there was. 

THE CHAIRMAN: So far as we are concerned here, 
we are looking for information now. It is not a case of 
somebody winning a suit. 

MR FRAWLEY: No, no; that is quite true. Mr. 
Crump is not an automaton; he can tell us. why he 1s. here, 
and why he was brought before the 20% Case. 

MR CARSON: No. That is the very objection I 
take. Mr. Crump cannot tell why we as counsel brought him 
here, We will tell, or he can be asked about any evidence 
ne eave. 

THE CHAIRMAN: What you have just read is evi- 
dence Mr. Crump gave, is it? 

MR FRAWLEY: No; that is Mr. Evans! statement 
when the Chief Commissioner asked him why this evidence 
was tendered. The Chief Commissioner asked my friends 
why Mr. Crump's evidence was tendered before the Board. 


THE CHAIRMAN: Then you are reading to us--- 
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MR FRAWLEY: What Mr. Evans said. 
THE CHAIRMAN: ---what counsel said. 
MR. FRAWLEY: That: is right, sir. 

Q. Now, let me ask you a few opening questions, Mr. 
Crump, that I should have asked you.a moment ago. You. are 
the Operating Vice-President of the Canadian Pacific? 

Pea Cia uiulLs sCOrrec tu. 

@. In other words, the senior Vice-President? 

Loe Loa Les COrreC 

Q. It is very proper to say that you are certainly 
not less than the No.3 man in the company? 

A. I suppose you would put it that way. 

Q@. The Chairman of the Board, the President, and 
then Mr. Crump? 

Pee vot Oat Sir re Ot: 

Q. You say that you need a lot of money to carry out 
this programme of improvements and of expansion? 

A) ues 

Q@. And it is related to freight rates in some way, 
Psa VM ve run: 

fh. Most decidedly: 

Q. How is it related to freight rates? Perhaps I 
should ask you, rather than tell you what I suspect. 

A. Well, I feel that in one form or another eventual- 
ly the means of getting this money must come from freight 
rates. 

Q. Now, I wonder if this does not state the matter 
pretty completely; I am reading from the Annual General 
Meeting of Shareholders of the Canadian Pacific held on 
the 4th of May, 1949; you were probably present? 

he Ves Sir, 

Q. Now, I read this paragraph; 

"since 1930 your company has had the authority 
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of Parliament to increase the ordinary stock from 
$335,000,000 to $500,000,000, but it has not been 
possible to offer any additional stock to the public 
because of the discount at which the stock is bought 
* and sold in the open market. . It is highly important 

that this situation be corrected without delay 
to enable your company to obtain a proper proportion 
of its capital requirements by the sale of equity 
securities and to obtain its debt capital on reason- 
able terms." 

pad teyrealiiy the ditficuity, ten's it, Mr. Crump? 
BAe AS seen Lt, wes, 
Q. More than anything else that is the difficulty? 
Re!) eae OSU 1 Tis 

THE CHAIRMAN: Am I right in saying this, that 
the desire is to have the market value of the stock in- 
crease so 1t can be sold? 

MR-FRAWLEY: . That is: exactly right: -that.is, their 
contention. 

Q. Now, Mr. Crump, the par value of the stock--- 

THE CHAIRMAN: I suppose you would go about that 
by inspiring confidence in the stock and in the company to 
the buying public. 

MR FRAWLEY: Yes, I suppose that is the idea. 

Q. » NOW; Wo. wCrump, the stocks is, now selling naraly «7 

ie ees 

Q@. And the par value is 25? 

Ly ees 

Q. And the freight rates have not reached the point 
yeu, OF are nherdiy near LG, weere you think they should be; 
that is true, pisn!t<it? 

Ay tl hink they ‘should be: more than thay are. 


Q. Yes. Well, I think Mr. Walker used some adjectives 
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during the last two days, that perhaps you would not mind 
using; I do not remember what they were, but he indicated 
that they were far from where they should be, as he thought? 

A. I quite agree with that, bearing’ inimind, the) fact, 
of course, that was brought up a little earlier here, that 
yyou can always reach a point at some distance where you 
Grive traffic away from the railway; but we are far, far 
from that point yet. 

Q. So that the stock now selling at 17, about 70% 

OL 1ts par value, you! think that it) snould:2o pack) to pan: 
then you could start--- 

A. I would like to see its: I would like to see it at 
Der. Q 
Q@. Well, ves, you would like to see it at par. 15 
should go back to par before you can realize the suggestions 
made to the meeting of the shareholders on the 4th of May 
last? 

AY As Lf Undersvand 1b, 26 must Go. back mo) par beveoue 
we can realize that. 

Qo inate 19 rient. “So that is the points mow it yas 
got to go back to par? 

he SOB. 

Q. We are at 70% of par now, and I want to know, Mr. 
Crump, as senior Vice-President of this company, do you 
expect the freight rates to put this stock baek to par? 

fe “Ll woula (certainiy Like to see it, 

Q. Now, did the freight users, especially in Western 
Canada -- because I am concerned with them -- did they put 
the stock down to where it is? 

MR EVANS: Oh, Mr. Frawley! 
MR FRAWLEY: Now, my friends can sigh all they 
TAKe. 


Q@. Mr. Crump, did the users of the freight department 


bE rete xiaiedbtcsee iB ate 


Mgt > ka 


ore paciaathe eee. Mais oe Wesed e om 


set ak sd: Le jairke penta epalityy nacite 


ve | A ia, 
> > ¢ ry ot Pa ig Py ie 
Ho Aeetd 12 tbs tit ett ood: havit AFB oven witep i a ae 
AD vat UF, 
eae teiingo Ss ISAEE “S-aiv ‘Sais a4: “adie arth + .suliren te + 


‘, 


P. eeGy tte edie aude ‘Ss tHikog «- Seu: ele ‘Wee ‘woe 


7] all 


WEY .iB3 tee ‘ow sud yew ian eng “homer awe ‘ste % et ovina 7 
“ Jer thfos “eats aot 
ved Oy. sfods oy its Sinkifee way sAote om fads . bg .o | © om 


‘rte oot afeed og Bitrorig wt Send AeA Woy SeLsv thy esl Fo 


iP his 
% | * 5 ait H Fi a -ple' ae ~ 
7 “Mt . , sw ie be Fel a] si ae cee) 2) Ale x t 22 : e i ¥ "he 7 
| 
‘the \ P 
~ ts om z Be aie a. . ise on es fe 
; TOES e ey ‘+ . ] A ae if ‘ t x me : ‘7 f ' fi i} be rf (yt Fy $fO ei 7 
; 
} 
ae oe ot t ; an “4 Ds et 
ver ry oo “SURE ae Meno RIP FL ‘jAatin Gli Wy) leet Ke cil Sit of esi 
be ‘ 
7 met 5} die 
L. Mee oes 
4 ime Ie 
A Do | fe : 
“ ~ 
- oy u A 
wees biel mci | “Sees <a Pare i a!) tele eee eee # ‘2 
“SIOU8G Sey 3S Wee Of Feu =: | PASTES90ry 1. BA yA ; 
bg 
: ‘ : a Ho ask 
= oa ft ie RS 3 7 ty 
47 28 z fe Tso 2.wW 
y ut 
: a - ote ahah sey i piteté * Ale lS op, cae oS atin ae, 
out , See MRS SSALO - OH mi Fes oe Seas Tt BL Snt a” 


: : ite > yo a oa eee welt PEN ge a ae eT Ls 
Biy of .Qneqweo ide? Ye Inebiasiq-setV totfes Be ,anterd 


op} -TXsQ Ow waecd wash : i Ea ia, aa Pe 3 4 tnais tt and Foonxe 


: aE tf Sa pitag a Helot. mets 
%  eeteerd eit AO sett eal 


"gees ifs dada.’ ness, vive Bai wih: Ane 3% 
at ind Tae inte. yh < 


ea 


2 


-13800- Mr. Crump, cr-ex. 


in Western Canada put the stock down where it is? 

MR CARSON: We just laugh. 

MR FRAWLEY: Well, you can laugh; that is of 
little concern to me. 

THE WITNESS: They might have contributed to that. 

MR FRAWLEY: Q. How did the farmers of Alberta 
contribute to putting that stock below par? My friends 
may not think that is important. I would like very much to 
have your opinion; I value it infinitely more than I do 
theirs., Tebiome), Mrs Crunmpy tek. me? 

A. Well, as I see it, if freight. rates had been raised 
in proportion to other Wier cae cuend the farmers in 
Alberta have protested that raise very vigorously-- then 
our stock might be at par, and that is the part which the 
Alberta farmer has had in the entire matter. 

Q@. Where was it when we started to protest? I think 
it was about the 9th of November, 1946. Where was it then? 

AL, ACOA neobpisay ji shra 

Qe. Tthwasethents Litrlemtowerithan icy isonow? 

Agy 1 Quitenpossibile:. 

Q. In spite of our protesting, it has come from 
about 13, I think -- and I am just guessing -- to where it 
is now at 17, since we have been protesting; that is al Pact, 
isn't it? (No answer). 

Q. So that during all those years that you did not 
ask for an increase in freight rates, is when that stock 
went to where it is -- it was about half of par, and now 
it is up to about 70%? 

A. Well, we could not ask for an increase. 

Q@. No, but, seriously, do you put the blame for 
the place of the stock of the Canadian Pacific Railway, 
the market place of the stock, do you lay ‘that atthe door 


of the farmers of Alberta? 
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A. Not at the door of the farmers of Alberta. 

Q. Then why should he be the one to put it back up? ’ 

A. He should contribute in whatever measure he ob- 
tained service from’ the railway; in my opinion. 

we. - Yess but Liam talking “about«this: central problem 
of yours, namely, the low market value of the stock; that 
is the central problem keeping you from your programme of 
development and expansion. Now then, were there not other 
factors that put that stock down? Don't you think so? 

A. I would hardly think so. 

Q@. There were not other factors. Perhaps you did 
not understand my question. 

A. No, perhaps I did not. 

Q, I mean other factors than the day-to-day life and 
use of your system by the farmers of Alberta. What put 
the stock down? 

A. Well, the fact that we were not earning, as we 
felt it, a fair return on our investment. 

Q. Oh, yes, but there were many, many things -- the 
depression, the great depression of the thiveiles (7 

A. OH, “yes; "back in the thirties; certainly. 

Q. Certainly. Now, when other factors than can be 
attributed to the users of the railway put the stock down, 
and that is the central part of your problem, why don't 
you try to bring the stock pack by appealing to these 
other factors? 

A. To whom do you mean? 

Q. Well, I don't know. Maybe there is something 
wrong with the national policies that you are suffering 
from? 

A. Well, I think you are covering quite a bit of 
territory there, Mr. Fravley. 


Q. How much of it do you think you can cover, and 
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help me out, as to where the other places are, that you 
might put the value of the stock back up rather than expect 
the wireiens payer to. do 1G all? 

A. Well, personally I may not be of much help to you, 
because I think the freight payer, the man who obtains the 
freight service, largely has to bear that. 

Q. Has to bear what? 

, THaAt the CanadilanePacific obtain a rate for ites 
service commensurate with the eee Bendered, 

Q. Oh, yes, with the service rendered; but we are not 
talking about that. You say the central problem is to put 
the stock back to par? 

A. That is right. 

Q. Now, you say you want freight rates to do that? 

A. Iwant freight rates that wlll increase the earnings 
of the company to the point where we can logically look 
forward to that situation taking place. 

Q. Well, that is true, but you look forward to that 
when the stock has gone back to par, and you want the 
freight shippers to put the stock back to parry 

MR CARSON: I do not like to object to this, but 
44 is rather an unfortunate thing to be reaching the press, 
just the way in which some of these questions are put, be- 
cause it is really not accurate to talk about the freight 
payer putting the stock up or down. 

MR FRAWLEY: Well, I am not going to stop to 
argue the point, my lord, but that is precisely what the 
Canadian Pacific Railway is asking -- jist precisely —- 
that can go in the press or otherwise. My friend should 
not be so concerned about the press; he is getting a good 
press these days, getting quite a good press. He should 
not be so sensitive. 


MR CARSON: Just the inaccuracy. 
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MR FRAWLEY: It is not even inaccurate, my lord. 
I am particularly serious about it. Dr. Dorau told us that 
in the 20% Case, and it must be so. Mr. Crump is telling 
us now the stock must go back to par, then the equity 
capital can be sold, then the money will flow in and the 
expansion programme can proceed. 

THE CHAIRMAN: Supposing that is all true, then 
what? 

MR FRAWLEY: I say that should not be the concept 
at all; that should not be the objective of the freight 
rates at all. Let us pay for the service we get, without 
any regard at all to the capital structure of the company, 
that is: ali, 

Q. Mr. Crump, why don't you go to Parliament and get 
relief--- 

THE CHAIRMAN: You must then have your own 
measure of the value of the service. 

MR FRAWLEY: The value of the service? 

THE CHAIRMAN: Yes. 

MR FRAWLEY: No. 

THE CHAIRMAN: I mean, you must have some way 
to measure it. If you say it is independent of the com- 
pany's investment, what ought it to depend on? 

MR FRAWLEY: It should enable the company to earn 
a rate of return, probably. 

MR CARSON: A fair rate of return. 

MR FRAWLEY: Yes. The rates must be fair 
and reasonable; no one in the provinces ever--- 

THE CHAIRMAN: I am asking you that because we 
may have to face that question pefore we get through here -- 
what should be the measure in the fixing of freight rates? 

MR FRAWLEY: It is very difficult. 


THE CHAIRMAN: But, since you dispute the one 


ede 
“ee 


=) 


Lines 
i i 


—- 


as Ae <meta ve 3 roe one's 


5 ena med wa. hated “30 Eo Z z 
en 


‘ ‘ Lod: BE mmr wie. Qa Rod it chests oF bin” My saat as oy ¥ 
os : 


| Aghhyb Ssartr asd. eg: ealalokd og. sepia! dodse. an oe 
in a 
Se Abii tiie tel LT Sa yenes aie ons dikes: aa aso pees 


5 me: bl 


. beso weD ‘Sonmietg Sag: ‘notantaxs M4 


a 


ast. -PeniIoiilea Bis teas UTS BOONE at aataiads HS: cts i ae ; iD 


ea’ a 


htedw a 
‘cecal PSs JOR DE wOre TAAP eee: TY ‘Aa: aM ; art) |) 
Mig bed) sens To evidgsyido eat: di gow bd tithes be PRS. ifie te. 
SPVORIIW, (FRB a 1 bpeege sree Vyaqceu ded ite se S.BOS ST 

Ee RMSHNG 5. ons 2a srptowaca’ fae te 69: -503- SS a are if oe OtTBRoT a vas : ; 
jhfa ab teat 

pe BSN Fass iil oF eg yey 7s he poke A . Came. a 


-sitsifon - 


j A 2 r ~ .Femee 
~ z ae : -« pd “i : Rion 
i VE 4 $ ar pie eS Ee a eg sii it Hae "| * = fa rs oe | 
. : a 
‘ 
=n ed . -_ ss ban ad hy ‘ rae co ae .& Py 
ee Oe SPOS ee Se by Snes: ee. saree: Pa ; om 
VP x a's POR sare ab Spa EY 44TI0 i. yy sy BCol 
? > <t 
: P ° + te —_—_e o 
2 oa * . ? ! * oy . | i oF Cyr ...c798 
s dye Ny % 4 2 Mr Ss Jae \ 4 ; iad: VO-t 25 ‘Feed 
° 
- : Ly fe ary eee bere 
Seay ne a# eo OE A 4 
hy 
-ese rp ew cit 5 
~ = hy Vy 
tie we He -« OME ASL! 
é ne 
View . £6 Ayr ey aay yy) pear | T » 3 OF Ane <? Sere ; 
a5 Po yh Pate aes & be its PO es *le ee use | é 4) fi * 
: 


A » = - hb ~ = ‘ a ¢ " 
mci - wy ete ee ty ae : ouing 
ie ist eS ShAY ak Cw A a - : pe’ ‘A + a aa "Cite Kee on OF 


7 a ordinary + «alt Bie orig te os ag > 7; 
we oO! Fl THO Vath . she soval 2 *yisy7 


ovS geotivorg ets on! eno ct 2:9idancessy Bra ng 


HOY gahtee ms 1. AMAT ARD at : 


% aw sadied moitasyp UsAt $03 a ay oval ysm 


To) att? :ane at ee mad hit hewotte : is, ; 


= uroite8.bb wey wt ian oorLIWa) cg it ull 


iia 4 

’ ah 
] * 2 : 7 

: Lasalle Sve eS et 

: ie sia het ai 


-~13804- Mr. Crump, cr-ex. 


that is put forward, I was wondering whether you have one to 
Substitute for the one you are knocking down. 

MR FRAWLEY: It must be a fair md reasonable rate, 
and those are very nebulous words, my lord. 

THE CHAIRMAN: We have heard them before. 

MR FRAWLEY: Yes. 

THE CHAIRMAN: You get no further. 

MR PRAWLEY: That is true, that is true. JI am not 
seeking to make progress exactly, my lord; I am endeavouring 
to meet this proposition that has been put up and that seems 
to be insisted upon, that because the capital stock is half 
of par something must be done to put it back. 

THE CHAIRMAN: Well, I am only hoping that your 
criticism is not only destructive but constructive. 

MR FRAWLEY: Oh, I appreciate that, yes. 

@. There is another aspect of this, Mr. Crump. You 
Say that by virtue of the authority that you have received 
from Parliament the stock must be at par before it can be 


orftered to the public? 
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A. That is correct. 

Q. Now, that is a condition of the authority that 
you get from Parliament? 

iene ws, teandersteand 16,.7es. 

Q. Well, the report of the shareholders uses the 
expression "the authority of Parliament", so I put it to 
you, Mr. Crump, that you might get the authority of Parlia- 
ment to permit you to offer it for sale at less than par? 

THE CHAIRMAN: You mean to say all you have to do is 
Seskif£or AG@ep Theat does; not yfollow) ony that? 

MR. FRAWLEY: It does not follow that they would get 
it by asking for it but they could ask for the authority? 

A. Not to my knowledge. 

Q@. You are satisfied to wait until it comes back to 
per? 

A. iI think thet is a contingent stipulation in the 
allowance. 

Q. That is true, but that might be changed. You say 
you are in a strait-jacket because you cannot sell this 
common stock, but I would think your principal objective 
would be to devise ways and means of enabling you to sell 
common stockyprThathis a tosir. question); isnie. tbe 

AgeaNo, I would. 6oy our principal objective is to 
earn, a 'hairyratverot return) on.our ginvestment . 

Q@. How about the sale of common stock? Isn't that 
pretty important to you? 

AS whe Weil ee yes. 

THE CHAIRMAN: Well now, we will take a few minutes 
Ort, 
ot, eetRECESS 

THE CHAIRMAN: We were wondering Mr. Frawley, whether 


you in turn ere adressing your questions to the right 
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witness? 

MR. FRAWLEY: Am I sure that I am directing my 
questions to the right witness, you ask? 

THE CHAIRMAN: Yes, or perhaps somebody else who 
could deal better with the subject you are dealing with? 

MR. FRAWLEY: I do not think so, because we do have 
the advantage of having a senior officer. 

THE CHAIRMAN: What do you say Mr. Evans? 

MR. EVANS: Mr. Walker answered questions on this 
subject yesterday about the inability to sell stock and 
why he would not sell stock at less than par even if he 
had the opportunity. 

THE CHAIRMAN: Are you quite content to have Mr. Crump 
deal with this? 

MR. EVANS: Mr. Crump knows about it. 

THE CHAIRMAN: It is to svoid going over the same 
ground twice. That is what I had in mind. 

MR. EVANS: We felt thet Mr. Walker had largely dealt 
with this nmetter yesterday. 

THE: «CHATRMAN:.« He. aid, of course. bub Mr... Walker is 
gone, 

MR. EVANS: But Mr. Frawley could have cross-examined 
him yesterday. 

MR. FRAWLEY: Of course I could. I did not suppose 
that one had to ask all one's questions of one witness. 
Mr. Crump, you do then have faith in the rate of return which 
Wilk pull..you.out. of your troubles? 

A. Yes, I have considerable faith in it. 

Q. But you have not any assurance that a fair rate 
of return even one you might be allowed to name yourself 


would necessarily put your stock back to par? 
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A. There is no guarantee, I don't think. 

Q. There are many, many utilities in this country 
and in the United States which are earning what is considered 
to be a fair rate of return fixed by a regulatory body and 
the stock is not at par? 

MR. EVANS: Where? 

THE WITNESS: — I’ don"t know ‘of eny no. 

THE CHAIRMAN: You are stating that as a fact? 

MR. FRAWLEY: No, I am asking the witness. I cannot 
ask the witness very much, my lord, because either Mr. Carson 
or Mr. Evans is answering all the questions in advance. That 
is quite unfair. 

THE CHAIRMAN: My concern is this, You say there are 
many companies? 

MR. FRAWLEY: It was a question, my lord. 

THE CHAIRMAN: Well, do you know anything sbout that, 
Mr. Crump? 

Ayer NO" Pt tan afvedd Ivdo Noty sir. 

MR. FRAWLEY: You would not say that you would be 
Surprised if you found in looking over the utilities in 
Caneda and the United States that you would not find a 
utility that had se fair rate of return and its stock was 
under par? There is nothing smazing about that? 

A. I have no knowledge about it, though, Mr. Frawley. 

Q. There, my lord, I get the answers whether I like 
them or not. I am not at all worried about my friends but 
Sometime sooner or later, I think, my friends, the Canadian 
Pacific counsel will have to try and let opposing counsel 
cross-examine witnesses - sometime; I don't know when, but I 
think it would be hoped for. Now then, Mr. Crump, if the 


rate of return was high enough, then the freight rates would 
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have to go up. With the rate of return the freight rates 
would go up? 

A. I would think so. 

Q. And then you might lose business? 

A. Well, we might but they would have to go up con- 
siderably, in my opinion, before we would. 

Q. That is a matter of speculation, isn't it? The 
United States railroads are losing a lot of traffic to trucks 
because rail rates are too high? 

A. In some localities, I understand. 

Q. And with some commodit es? 

Ay POUPecu,, 

Q. And if you lose business, of course, because you 
put your rate of return up high enough and the freight rates 
up high enough, then of course, you would be worse off than 
you were when you started? 

A. We would be defeating our own purpose. 

Q. Certainly. Now, Mr. Crump, I have only got a 
question to ask you about your dieselization. If your dieseli- 
zation plans are fully implemented what is going to happen to 
the bituminous mines in the Crow? 

A. Well, I can tell you what is happening now. I am 
on a little sounder ground than I was a moment ago. In the 
first instance, the complete dieselization of the Canadian 
Pacific is something that I cannot look forward to because 
we have some 1830 locomotives, and it would take many, many 
years to completely dieselize all of the lines of this company, 
but we are burning Alberta oil in the Crow's Nest territory 
now. 

Q. Right through the mining camps? 

Ay ohneaG 2s richu. As a matter of fact, which is inte- 


resting, I was in those Crow's Nest mines a few months ago and 
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three of the operators of the coal mines admitted to me that 
they were using diesel engigves in their mining operations, 
but what is actually happening is that we are taking more 
Canadian coal this year than we took last year, and that coal 
is being used further east. Theat is what is happening at 

the moment. 

Q. You are hauling Crow's Nest coal east and dis- 
placing American imports? 

Ae Thetis rignt. 

Q@. Is the same thing happening on the Crow's Nest 
branch of the Canadian National? 

A. I do not know about the Canadian National. 

Q. The oil that you burn in your steam locomotives, 
the amount per unit is greater than it will be when you are 
using diesels? 

A. Yes, but I think we should remember, Mr. Frawley, 
that we are operating a useful service as well as obtaining 
an economy by burning that oil because the fefining of white 
products for consumption on the Prairie is governed, to some 
extent, by the ability for disposing of the heavy bases and 
the Canadian National and ourselves sre providing the market 
for that disposal. 

@. is all your oil in your own diesels coming from 
the Alberta fields? 

A. In the west, yes. 

Q. But on the Schreiber sub-division? 

A. Well, of course we have not got any on the Schreiber 
yet. 

Q. How soon are you going to put diesels on there? 

A. We should have diesels on there by next fall, and 
if the pipe-line is completed and refined products are trans- 


ported east on the lakes, then the probability is we will be 
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using Alberts oil, 

Q. You would be taking it from the end of the pipe-line 
then instead of bringing it o.c.s. yourself from the west? 

A. The probability is that we would be taking it from 
the end of the pipe-line. 

Q. Mr. Crump, as 9 member of the Board of Directors 
of the Canadian Pacific, has any decision been reached as 
to when the Deferred Maintenance Fund is going to be drawn 
upon? 

A. Not as I recollect it in the Board of Directors, 
but we ere drawing on the Deferred Maintenance Fund. 

Q@. You are drawing upon it now? 

ire "VCs: 

Q. Have you passed the stage, then, when you are 
waiting for the completion of normal maintenance before you 
use the Neferred Maintenance Funds? 

A. This year. 

Q. This year you have exceeded normal maintenance and 
you have drawn in this year, 1949, upon the Deferred Maint - 

enance Fund? 

A, *Thnav is correct, 

Q. To how many millions? Can you tell me roughly? 

A, Yes sir - seven and a quarter million. 

Q. This year that you have taken out of the Deferred 
Maintenance Fund? 

Ree MIS or ars” rei 


Q. Thank you, Mr. Crump. 


CROSS-EXAMINATION BY MR. BARRY: 
Q@. Mr. Crump, does your Company have a policy with 


respect to the installation of electrical signal devices at 
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crossings - some organized policy? 

THE CHAIRMAN: Would you repeat your question, please? 

MR. BARRY: I asked Mr. Crump if his Company had 
some policy with respect to the installation of electrical 
Signal devices at crossings? 

A. Well, we install them as ordered by the Board. 

Q. Do you make recommendations yourself or wait 
until the Bosrd orders it? 

A. When the Board orders it. 

Q. Only then? 

A. As far as I know. 

Q. Do you have any statistics as to the number of 
people killed at crossings or injured last year? 

A. I think perhaps I have. In 1948 on the Canadian 
Pacific there were 21 people killed at urban crossings and 
46 at rural crossings. 

Q. And injuries - have you any figures available 
there? 

A, Injured at urban crossings 80 and at rural crossing: 
thes 

Q. Now you do admit that the Company has some res- 
ponsibility toward protecting these crossings? 

A. I think they have some responsibility, but I feel, 
as outlined here, that it is not our primary responsibilty. 

Q. You read, Mr, Crump, in the Brief at page 139 of 
Part I the submission made by your Company, that because 
highway traffic has increased, it is encumbent upon the 
provincial and Dominion officials to protect the public from 
your train, Is that what you mean? 

he i feel that. 

Q. You mean that 9s company with a private right-of- 


way crossing a public highway can put the onus on the public 
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to protect themselves from a private company's trains? 

A, I think so. As’a matter of fact in the way in 
which you phrase that question had you ridden locomotives 
to any great extent in this country or others you would be 
amazed at how little interest the public has in its pro- 


tection, 


(Page 13818 follows) 
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Q@. I appreciate that, but you have told us of the 
number of people killed and injured? 

Meenas Ss right. 

Q@. And you have said that you feel your Company 
has no responsibility to protect these crossings? 

A. Our responsibility is delineated by the Board. 

Q. But you do have a responsibility to try to avoid 
them? 

A. We would try to avoid them, yes. 

THE CHAIRMAN: I am not talking now of any common 
law; but is there any statutory law imposed that you must 
give signals? 

MR. EVANS: Yes, Mr. Chairman. The Act provides 
for whistles and bells, and it also provides that the Board 
may authorize special protection at crossings. And it is 
under these sections that the Board orders special signal 
protection, as Mr. Crump says. 

MR. O'DONNELL: Section 252 and following of the 
Act are @ whole array of provisions. 

THE CHAIRMAN: I remember that in all these cases of 
accident on the highways, where the railways are the 
defendants, they all go on the question whether the whistle 
was blown or the bell was rung. 

MR. BARRY: I was saying to Mr. Crump that I was 
surprised at the attitude of the railways, and Mr. Crump 
says that it is up to the Provinces, the users of the 
highways, to install the protective devices at crossings 
which are used by them, and that it is not their responsib- 
7 Wal Bs Bh 

THE CHAIRMAN: Have you in mind that some additional 
statutory responsibility should be thrown upon the 
railways? 


MR. BARRY: Not financial responsibility. 
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THE CHAIRMAN: Would you read what they have in 
their brief? 

MR. BARRY: 

"Highway movements are yearly becoming more 

extensive and more within the Provincial and 

Dominion fields of responsibility. In addition 

the number of motor vehicles using the highways 

is steadily mounting --- The protection against 


this increased hazard should largely be provided 


tt 


by the highway authoréties -- 

THE CHAIRMAN: What page is that? 

MR. BARRY: Page 139 of Part 11 of the Canadian 
Pacific Railway Company's brief. 

THE CHAIRMAN: Oh yes. Have you any proposal to 
make about the law? 

MR. BARRY: As to the substantive . proposal 
there is not hardly any disagreement between our submission 
and that of the Canadian Pacific. But as to the attitude 
of the Canadian Pacifio in disclaiming responsibility for 
taking steps to protect these crossings, I am somewhat 
surprised. My learned friend points out that in substance 
there is very little disagreement between the proposals 
contained in our brief. 

THE CHAIRMAN: What is the disagreement? 

MR. BARRY: It is with respect to the attitude of the 
Canadian Pacific brief. -- whether it be Mr. Crump's 
attitude or not -= that because highway traffic has increased, 
therefore the highway authorities must take care of the 
crossings. 

THE CHAIRMAN: What dO you say? 

MR. BARRY: I say that the railways must take care of 


the crossings because highway traffic has increased. 
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Mine BARRY: 9 Do you agree, Mr. Crump? 

Ai. UNO. 

THE CHAIRMAN: Do you wish to recommend any 
modification in the legal responsibililty? 

MR. BARRY: The existing law would take care of that, 
but I would think that it is incumbent on the railways 
if they have no policy, to have some policy in going to 
the Board. 

MR. BARRY: Q. Is it not a fact that in some 
casuS you do make application to the Board to eliminate 
gates and to install signals? 

A Oh yes. 

You have a policy with respect to that? 

A We do not disclaim any responsibility; but we 
feel, as I stated in the brief, that the increased use of 
the highways by the highway users should not become the 
full responsibility of the railways; or, as a matter of 
fact, that our responsibility should be increased because 
of the increased use of the highways. 

Q Don't you feel that you, as a railway man, should 
recognize the fact that the highways are much greater used 
and that you should take more care rather than the 
provincial authorities? 

A No. I believe the cost should be borne by those 
who are using the highways. 

Q And you think that the Canadian Pacific as a private 
company has prior rights over the public to cross the 
highways? 

Ais Jofeoel, s0.. Ityis-Anteresting: tor note. that, the 
Province of Quebec Safety League intends to submit to the 
Provincial Government a request that a full stop be asked 
at railway crossings as a matter of public sentiment. 


MR. CARSON: Q. You mean a full stop for the motor 
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vehicles? 

Aa Nes. 

THE CHAIRMAN: Are there any other questions? 

MR. O'DONNELL: I have no questions. 

MR. COVERT: I have ascertained from other counsel 
that there are no other questions. But I have a few 
which I would like to put to Mr. Crump. 


BXAMINATION BY MR, COVERT: 
MR, COVERT: Q. First of all I want to take up-with 


you a matter which Mr. Walker intimated to me yesterday 

that I should take up with you, and that was in connection 
with the policy of the Canadian Pacific Railway as to the 
extentions of its operations in the field of trucking. 

I think I started to put to him that on short haul traffic 
the Railway Suggested that the future is anything but bright. 

A. Yes. 

Q Because of inroads made by motor transportation; and 
I was wondering if the purchase of trucking lines in the 
West by the Canadian Pacific Railway was an indication 
that the Canadian Pacific feels that it should extend 
iurprer inno the field of trucking? 

A. Not necessarily. But we do feel that trucking 
is a form of transportation and that we should find out 
all we can about that form of transportation. Now the only 
way we can find out is to try it ourselves, and that is 
what we have done . 

Whether or not we will continue further, or eventually 
withdraw, I have no idea at this moment. But I do feel 
that we should try to find out where trucking would enter 
into our operations; in other words, if it would be more 
economical for us to handle some shortehaul traffic by 
trucks rather than by trains, and that is what we are 
endeavouring to do now, to see just how it fits into our 
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Q. Does the Company feel the same way about buses 
and about the transportation of passengers? 

A. Yes. We have some bus lines, and we have tried 
that. 

Q I take it from what you have said that your 
extension into this field is in the nature of an experiment 
to’ tind” out? 

A. Yes. Some of our bus lines have been established 
&@ litle longer; but in trucking we are trying to find 
Out all We can about it. 

Q. Yes. So far,does the Canadian Pacific merely 
Operate trucks, as, shall we say, an extension of their 
rail services, ancillary to them? 

A. Do you mean CO-ordinated with them? 

Ca, Leh. 

A. We operate them both ways, both co-ordinated and 
un-cordinated at the moment. 

ie tee. 

A. Until we can find out precisely what effect it is 
going to have. 

Q. Have you any figures which would indicate, roughly 
at least, the nNuumber of miles that your trucks do operate? 
I mean the number of re ee route » that your trucks 
presently cover. 

A. I have not those figures here, but to the best of 
my recollection it seems to me that there are somewhere 
around two thousand miles on which we have rights to 
operate trucks. That would be subject to confirmation, but 
I think it is about two thousand miles. 

Q@. I want to show you Exhibit 75 vhich would indicate 
that they have taken over 2,700 miles of route in the 
Western provinces? 


BR. Yes, that would be’ correct. 
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Q@. Perhaps you would like to distinguish between 
trucking operations of the kind that Exhibit {3 Pelers toe 
and trucking with respect to Express operations? 

A. There is a difference, yes. 

Q. It is not the Express that I am peterring to now. 
Have you the figures of the number of trucks that you have 
on those lines in the West? 

A. Yes, we have a total of 168, which includes all 
trucks, tractors, semi-trailers, and miscellaneous. 

Actual trucks, 39. 

Q. Is that for all over Canada? 

A That is in the West that you speak of. 

MR. EVANS: @. Does that include local delivery 
trucks? 

A. No. 

Q@. That is over-the-road trucks? 

A. Over-the-road trucks; this is over-the-road trucks. 

MR. COVERT: Q. That is in the West. Have you 
anything comparable to that in the Rast at all? 

A. No, nothing comparable to that in the Fast. We 
have some short trucking operations in the East but they 
are by contract. 

Q. Do you feel that the Canadian Pacifi¢ either 
through itself or through associated or allied or sub- 
Sidiary companies has not had experience enough as yet to 
determine what policy the Canadian Pacific should pursue 
with respect to extensions into the trucking field? 

A. I am very thoroughly convinced of that matter 
because, as a matter of fact, a few months ago I set up a 
very senior committee to look at that whole problem and to 
explore it as rapidly as time would permit; and the résults 
from that committee should form the guidance for future 


policy in that respect. 
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Q Have you any idea when the report of that committee 
Should be forthcoming? 

A. No sir, I have not. One of the difficulties with 
which that committee is confronted is the gathering of 
accurate Statistics. 

Q. Yes. 

A. And our accounting department has had a lot of 
work to do recently, and we are getting, perhaps -- shall 
I say == the second place in some of our requests. 

Q@. Now, Mr. Crump, it seems to me that this morning 

there were three main things that you dealt with, and 
one of them was the question of labour problems. I just 
want to ask you one question on them, and that is: 

Whether it is your view that possibly because the number 
of employees in the railways in C&anada today is so great 
that if the situation should arise and a strike vote is 
taken, the railways would have no alternative but to accede 
to the demand. Would you care se express an opinion on 
that? Li you'feel that to ara. ies embarrass you in any 
way because of present negotiations, I would witkdraw my 
question. 

A If possible I would prefer not to express an 
Opinion on that at the moment, béeduse we are engaged in 


negotiations now. 


( Page 13830 follows) 
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Q. The second point you dealt with this morning 
was the question of proposed improvements. I wanted to 
make certain as to whether or not the Canadian Pacific 
feel that unless freight rates are increased, and perhaps 
I should add to that shortly, is there a possibility or 
a probability that the Canadian Pacific will not be able 
to proceed with the program of improvements? 

Ae Very, very definitely, I would say. 

Q. That is the view of the Canadian Pecific? 

A. I would say so. 

Q. ‘Is that program being held up at all on account 
of that situation, the plans for it, and so on? 

A. In 1949 I have not any signal installations at 
ail-on) the: dine, muchas. Diwould like ‘to inave “+t 

Q. I don't know whether that quite answers my 
question. 

Awe TLC pis ibeivig held, wp’. 

Q Do you regard that as serious? 

A. Very serious. 

Q Perhaps LT should not ‘ask you this,’:and you tell 
me if there is someone else better qualified to answer 
it. I should like to know whether or not the management 
has made any estimate as to what percentage increase in 
rates would be necessary to enable you to proceed with 
that program? 

A. Well, Berane tis information that I could advance 
on that is ctea Mane aie increase in July, 1948, we felt 
that a 20 per cent increase in freight rates was justified. 

Qa ‘Man sorry, 2 missed’ that: 

A. I say that after the wage increase of 1948 we 
felt that a rate increase of 20 per cent was justified to 
take care of our requirements. 


Q@. That was on top of the eiper cent increase 
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that had been granted? 

A. That is correct. 

Q. Which would have meant that your full increase 
would have been approximately 46 per cent above -- 

A. Roughly 45 per cent, I would say. 

Q. 45 per cent instead of approximately 30 per 
cent? 

a. Yes. 

Q@. So you feel you need at least an additional 
lecta 25 per cent, 1 suppose? 

A Roughly calculating, I would say so. 

Q. Do hotels come under your operations, Mr. Crump? 

A NOs uney de not. 

Q. Now, Mr. Crump, again I do not want to be too 
Specific about this, and I realize there may be other 
witnesses, and if so you let me know. I would have 
thought in your capacity you would have looked at the 
position of comparable American railroads to see how 
they were financing. I just wanted to know if you have 
looked to see whether railways in the United States have 
been financing in recent years through the sale of common 
stock? 

A Well, I can only answer no to that. 

Q. You mean you have not? 

A I have not looked. 

Q. Then I will not pursue that any further. There 
is one item in the annual report of the Canadian Pacific 
Railway for 1948. I am looking at page 38. I wanted to 
know if under the heading car mileage -- that is freight-- 
loaded and empty, whether you regard the relationship 
between those figures as important from an operating 
point of view? 


A. I regard it as very important. 
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Q. What I want to call to your attention is, that 
if you look at the 1939 report, again on page 38, and 
compare the figures for 1938 with those for 1948, the 
figures would indicate that roughly they bear the same 
ratio now as in 1938? 

A. Well, I have not the 1938 figures here. 

Q@. I have the report here. 

A. Perhaps I have some information on that, 

239 million compared to 483 million loaded or -- 
& Q. That is approximately 24 to 48 or about 33-1/3 
per cent of the total? 

A. Yes. 

Q. 386 million to 886 million? 

A. Yes, it might be relatively the same. 

Q. I am not familiar with it at all, and I wanted 
to know if you thought that was a surprising thing with 
the tremendously increased traffic? 

A. NO, not in this country. 

2. Not in this country? 

A. We are confronted every fall with the prospect 
of moving tremendous numbers of empties into the west to 
handle the grain crop. We have to move empties west to 
handle Alberta coal, and consequently our empty mileage 
is high. I cannot give you 1938, but in 1948 the ratio 
of empties to loaded mileage was 30.4; in October, 1949, 
UG Was 3c. 5; ana, 11 January to October, 1949, it was 
32.1. It is our constant endeavour to decrease that 
empty car mileage as much as possible because we do not 
make any money hauling empty cars, but unfortunately we 
do have a great deal of empty car mileage. 

Q. Is that any criterion, or is it an example of 
unused capacity? 


A. Well, for instance, we must move these box cars 
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to western Canada for the grain crop. There is unused 
capacity of those empty cars which have to go west to 


get loads. In that respect there is. 


Q. Iwas wondering if from any other figures in 
the reports there is any better way of getting a look at 
the unused capacity of the Canadian Pacific and comparing 
it now with previous years? 

A. Well, I think one way to compare the plant over- 
all would be the maximum number of ton miles that we 
handled during the war and what we are handling now. 
Certainly we were able to handle that business during 
the war, and if we are handling less than that now I 
think there is that much unused capacity, taking it from 
an over-all viewpoint. 

Q.- I think that is perhaps using unused capacity 
in a broader sense than taking empty car miles. 

A. Yes, but the disability of taking empty car 
mileage is the fact that we have no alternative. 

Q. That is right, there is no return cargo. 

A. The desirable situation is where you have loads 
going both ways. 

MR. COVERT:  Thatiis-all I have to ask. 

COMMISSIONER INNIS: Q. I was wondering about 
the position of cars rented from other companies. Does 
that fluctuate materially? 

A. Very materially; at the moment on the Canadian 
Pacific we have 86.4 per cent of ownership of box cars 
which means that only 86 per cent of our total ownership 
is on line. As a matter of fact, that figure varies. 
As of the day before yesterday, for instance, we had 
4,467 United States cars on our lines, but there were 
9,569 of our cars on American lines. 


Q. Do you think the same thing would be true of 
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the C.N.R.? I suppose we would get evidence as to that. 
A. I think they have the same problems we have. 
Q. That fluctuates pretty widely during the season? 
A. Yes, 1t varies. At the moment on our total 
revenue freight cars we have 97.7 per cent of our 
ownership. It is only two or three months ago, I think 
it was, when that was up to about 101 or 102. It does 


fluctuate quite violently over the years. 
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MR CARSON: I have just one or two questions, if 
your 2ordenip Will permiv™ me. 

THE CHAIRMAN: Then you will dispose of Mr. Crump ? 

MR CARSON: Yes, that would end Mr. Crump's evi- 


dence. 


RE-EXAMINED BY MR CARSON: 

Q. My friend Mr. Barry asked you, Mr. Crump, about 
injuries and fatalities at crossings, and you gave him some 
figures. I was wondering whether you could divide those 
injuries as between protected and unprotected crossings? 

A. I think that information is given here. Under 
urban the total killed at protected crossings was 3, and 
at unprotected crossings 18. Again at urban, the total 
injured at protected crossings was 12, and at unprotected 
crossings was 68. Under rural classification, the total 
killed at protected crossings was 7, and at unprotected 
39; and again rural, the total injured at protected cross- 
ings was 7, and at unprotected crossings 104. 

Q. Have you got any figures there as to how many 
people ran into the. sides of your trains? 

A. Iam afraid that is not given here, but there were 
quite a number. 


MR BARRY: How many sides of cars did trains run 


into? 

MR CARSON: Q. I was going to ask you 4f nis 
new kind of equipment you were speaking about -- hopper 
cars, refrigerator cars and that sort of thing -- had any 


effect on the empty car mileage ratio? 

A.. Well, the covered hooper car -- We have, as a 
matter of fact, been getting considerable utilization out 
of that, because it 1s a general utility car; we can handle 


cement in it one way and grain another; we have been doing 
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that. 

Q. Does the development of new kinds of equipment not 
tend to reduce this empty car mileage situation -- to 
increase it, rather? 

A. The development of new types of equipment? 

Q. Yes, the development of these new types of equip- 
ment tend to increase the empty car mileage? 

Bo fOndy on niehnly specials zed cars, 

Q. Then Mr. Frawley asked you a good deal about the 
Alberta farmer. I think I will defer any questions on that 
subject until he calls the Alberta farmer. 

COMMISSIONER INNIS: Q. Do you have any problem 
with ‘regard to increased capacity in terms of grades? 
[Neu 1s eo Soy, you are moving empties mostly westbound, up 
grade, in the west, and loaded’ cars down grade? 

A. No. At the moment we move empties west from Fort 
William to Manitoba and Saskatchewan points, and, for in- 
stance, we move grain from Alberta to the Pacific Coast and 
then move the empties back for further grain. 

Q. What I was wondering was, what about your engines? 
Are your engines using more power on empty cars wes tbound 
than they would on full, on loaded cars? 

Peron ivyees OL Gldynot wer tie Significance of your 
point, Mr. Commissioner. It is harder fo. puLh e sult 
tonnage train of empties than it is a fill tonnage train 
of loads, because the resistance is greater, Yes, that is 
COMPecu. 

THE CHAIRMAN: We will adjourn until tomorrow 
morning. 


_--The Commission adjourned at 4:50 p.m. until 10:30 a.m. 
on Thursday, December 14, 1949. 
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